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EDITORIAL COMMENT 


NINETEEN HUNDRED AND FORTY 
A FATEFUL YEAR 


ITH no wish to exaggerate the im- 
portance of any one year, or any 
longer period of time, it may yet 
be said that the year on which we have 
just entered is bound to be of deep con- 
cern to the people of the United States. 
Not only shall we have the national 
election that comes every four years, 
but that event this year will carry with 
it problems of greater gravity than are 
usual in these contests. For the electors 
this year will do something more than 
decide between the claims of parties, 
eager for the power and spoils of office. 
They will be called on to choose be- 
tween the New Deal and its antithesis. 
For the contest will not hinge on the 
propriety of certain legislative acts, but 
will relate to fundamental concepts of 
governmental policy. On one side will 
be ranged those who believe that it is 
best that government should have a 
major share in the direction of enter- 
prise, and on the other those who be- 
lieve that the control of business should 
be left with men experienced in busi- 
ness, with only a minimum of govern- 
mental regulation. 
That will be the fundamental issue 
on which the national campaign of 1940 
will be fought out. 


Essentially, it is an issue between in-, 


dividualism and collectivism; free en- 
terprise on one side and regimented 
production and trade on the other. In 
fact, a long step has already been taken 
in the direction of regimentation. The 
question to be decided is whether this 
policy shall be maintained and _in- 
creased, or whether it shall be reversed. 

Hardly of less importance in the cam- 
paign will be what is generally called 
the “spending policy” so largely relied 
on by the present Administration as a 
means of restoring prosperity. That 
this policy has had some stimulating 
effect, rather spasmodic in character, 
cannot be denied. At each dose of the 
remedy, the patient has shown a rather 
surprising vitality, only to relapse again 
when the stimulating effects of the tonic 
have passed away. The real question 
will be as to whether or not a nation, 
any more than an individual, can, when 
suddenly and seriously impoverished, 
get back to health and wealth by spend- 
ing, even by spending what it does noi 
have except by borrowing. 

On this problem some light is thrown 
by a recent document. Up in New 
Hampshire, the banker-Governor has 
created a Commission for the Promo- 
tion of the Wealth and Income of the 
People of New Hampshire. One of the 
members of this commission, Samuel 
Crowther, has presented a report, in 
which he says: “There is no reason to 
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believe that a state or a nation is not 
ultimately bound by the same rules in 
its affairs as obtain in the affairs of 
individuals.” 

But the spending policy of the last 
six years has acted on precisely the op- 
posite theory. The impoverished indi- 
vidual knows, by experience, that for 
him there is no escape from his poverty 
except by sacrifice and hard work. He 
must economize; he must save. The 
Government has spent, and in the most 
liberal fashion, and has insisted on cur- 
tailing production and shortening the 
hours of work. If this liberal spending 
policy had been confined to relief ob- 
jects, it could not be criticized. But one 
of its objectives, and perhaps the main 
one, has been to spend in order to pros- 
per. Making all due allowances, the 
conclusion is inescapable that the policy 
has been a failure. It has cost the 
couniry the addition of some $20,000,- 
000,000 to the public debt in the space 
of about six years, and the problem of 
relieving unemployment, which is of 
major importance if we are ever to have 
a fair measure of prosperity, still re- 
mains unsolved. 

And the size of the Federal debt is 
reaching menacing proportions. With 
an annual deficit of over $3,000,000,000 
facing the country ait the end of the 
present fiscal year, piled on preceding 
annual deficits, the debt situation can- 
not be looked on with complacency, es- 
pecially by the banks which hold such 
a large volume of the governmental se- 
curities. It is true, that the President 
has expressed the hope that the annual 
deficit can be cut to $2,000,000,000, and 
while rising revenues afford warrant for 
this hope, the large outlays deemed 
necessary for national defense are an 
off-setting factor. The bewildering con- 
dition of the international situation does 
not encourage the belief that our de- 
fense expenditures can be lessened; they 
will more likely be increased. 

In looking over the political field, 
and surveying the statesmanlike quali- 
ties of those considered as qualified to 
succeed Mr. Roosevelt, two figures loom 
up beyond all others: on the Republican 
side, Herbert Hoover; on the Demo- 


cratic, Cordell Hull. It is expected, in 
their search for popularity and votes, 
the conventions of the two parties will 
ignore these names. But neither party 
can sidetrack the issues of regimentation 
and spending. These issues will persist 
whoever the respective candidates may 
be. 

And in this fateful year 1940 there 
remains the spreading war in Europe, 
with dangers to our own land which no 
one can foresee. We have seen the 
spontaneous outburst of indignation 
that followed the attack on Finland, and 
it would be difficult to say what may 
follow this and similar outrages. 

When his wife and children were 
slain by “Macbeth,” “Macduff” was 
mystified that heaven looked on and did 
not take their part. Much the same per- 
plexity must be felt by the small nations 
that are being despoiled by one power- 
ful group, while another powerful 
group stands idly by wringing its 
hands. But there are signs of not only 
a moral awakening, but of a rising tide 
of indignation that may lead at last to 
action. And should this happen, our 
neutrality, our aloofness, our desire to 


keep out of war, would all be blown 
away in the ensuing wave of emotion. 
Fortunately, to this somewhat dismal 


picture there is a brighter side. Pro- 
duction and trade in the United States 
are decidedly advancing. Profits are 
increasing, and commercial bank loans 
are expanding. The latter is not a mere 
offhand opinion. It is a fact established 
beyond question by a recent survey 
made under the auspices of the Ameri- 
can Bankers Association. 

Nor has this upturn in business been 
due to the war in Europe. It began 
long before the war. In fact, although 
the prospect of war orders at first had 
considerable effect in adding to a spirit 
of optimism, that effect was soon not 
only diminished, but many regard the 
war as distinctly unfavorable to our 
economic recovery—of which the hesi- 
tant stock market in New York gives 
striking proof. 

And there is further evidence of a 
brightening future. Government and 
business are less antagonistic than they 
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have been for some time. Whether this 
merely represents a truce designed to 
win votes, or whether it means some 
degree of repentance and a spirit of 
greater reasonableness on both sides, in 
either case it is a cause for satisfaction. 
In the codperation of industry, finance, 
labor and government lies the best hope 


of America. 
© 


SEVENTEEN BILLIONS OF GOLD 
WHAT SHALL WE DO WITH IT 


HAT this country now has over 

seventeen billions of gold, bought at 
a fictitious price, and for which no bet- 
ter use can be found than to bury it in 
Kentucky, is something too well known 
to require elaboration. 

In a recent book (“Golden Ava- 
lanche,” by Frank D. Graham and 
Charles Whittlesey) it is pointed out 
that while there has been sharp criti- 
cism of our silver-buying policy, it is 
far less important than our gold-buying 
policy. 

Just why the Government should put 
up the price to buy something for which 
it has no use, is something that may be 
understood at Washington, but is hard 
to understand in less highly intellectual- 
ized circles, 

The book referred to states that our 
present stock of gold is large enough to 
replace all our paper money with gold 
coin, and have enough left to do the 
same for all of Europe. 


It may be a matter of opinion only, 
but an opinion not lacking in wide sup- 
port, that if this country would resume 
the coinage of gold and the free gold 
redemption of all forms of paper, the 
effect on business and financial senti- 
ment would be highly beneficial. 


Our whole gold policy has been 
unwise. And should the dollar lose 
heavily in its purchasing power—some- 
thing that does not seem imminent, but 
may be caused by inflation—it would 
not be unfair to say that in some of its 
aspects the gold policy may be charac- 
terized as dishonest. This relates to 
the repudiation by Congress of the gold- 
redemption clause in United States 


bonds, an act which was, as declared 
by the Supreme Court, beyond the con- 
stitutional powers of Congress. In 
short, a usurpation of power. 


The book to which reference has 
been made shows that our present gold 
stock would make possible, if all the 
reserve powers were fully employed, an 
expansion of credit running into fan- 
tastic figures. Another, and far more 
conservative estimate, places the pos- 
sible expansion at $30,000,000,000. And 
this is an inflation which gold makes 
possible. 

Although, as Shakespeare observed, 
oft the means to do ill deeds makes ill 
deeds done, it does not follow that the 
potential expansion of credit which our 
huge gold stock makes possible will of 
necessity follow. Credit expansion, in 
the accepted sense, rests upon some- 
thing besides the possession of reserves 
by the banks. True, the reserves are 
essential, but something more is re- 
quired, and that is a disposition on the 
part of sound users of credit to dip into 
these reserves. 


If banks were mere speculative insti- 
tutions, regardless of their own safety 
and of the obligations to their deposi- 
tors, they might, when conditions ap- 
peared to justify the hope of profits, use 
their huge reserves in investments, and 
if this policy should generally be fol- 
lowed by the banks, it would result in 
a tremendous inflation of securities, with 
ultimate disaster to all concerned, in- 
cluding the banks. 

But with banks organized and mana- 
ged as they are, nothing of this kind is 
to be expected. Ethical principles 
aside, the banks are too much alive to 
their own safety to pursue such a 
hazardous course. 


© 


OUR RELATIVELY SLOW RATE OF 
PROGRESS 


HY is it, that in recent years the 
rate of production and trade in 
the United States has been at a slower 
pace than in other countries of the 
world? Those opposed to the New 
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Deal would put responsibility on its 
policies. A less biased view is found 
in the Quarterly Review of Skandi- 
naviska Banken in an article by Profes- 
sor Gustav Cassel. It will be interest- 
ing to quote briefly from his article: 


The world production index published by 
the League of Nations, which comprises 81 
primary articles, rose tor the years 1925- 
1929 from 95 to 106, but afterwards fell 
back to 103 for 1935. * * * The fall of the 
index during the period 1929-1935 is solely 
due to the marked shrinkage of production 
in North America, where the index number 
fell from 103 to 87. None of the other 
countries for which separate index numbers 
are given shows any decline in production 
during this period, whilst several of them 
exhibit a considerable increase. This gives 
us reason to direct our attention particu- 
larly to the course of development in the 
United States. 


Reviewing the figures for industrial 
production in the United States, Profes- 
sor Cassel shows that based on the 100 
average of 1923-25, the index had risen 
to 119 in 1929, an average rise of 3.8 
per cent annually, which is considered 
as extremely moderate. But in 1932 
industrial production fell to 64, fol- 
lowed by a recovery, the new maximum 
(110) being reached in 1937, but de- 
clining to 86 in 1938. In accounting 
for this fall, Professor Cassel says: 


Had progress after 1929 been allowed to 
continue at the same pace as in the pre- 
ceding five years’ period, industrial produc- 
tion for 1939 should have reached the index 
number. 169.. And yet the average for the 
first seven months of 1939 is only 97. These 
figures give us some idea of the real extent 
of the devastation to which American in- 
dustrial production has been exposed. 


The reasons for “this portentous de- 
terioration in the effectiveness of Ameri- 
can production” involve controversial 


discussion. Professor Cassel does not 
regard our “extremely moderate” rate 
of progress that took place in the five 
years preceding 1929 as justifying the 
long-continued and serious depression. 
Without suggesting in detail what might 
have been done to avoid this, it is said 
that our favorable balance of payments 


might have been utilized for something 
far better than an enormous importa- 


tion of gold. What has been funda- 


mentally wrong is thus stated: 


We are thus forced to the conclusion 
that the immense loss sustained by Ameri- 
can economy after 1929 must have been 
due to errors in organization. Such errors 
it should be possible to remedy. But, if 
we are to make a determined effort in this 
direction, we must above all things free 
ourselves from the view that after 1929 all 
idea of continued economic progress would 
have to be abandoned. Our figures show 
that nothing of any real value is to be 
gained for the masses by a better distribu- 
tion of the unduly reduced national income, 
but that, on the contrary, with continued 
progression vast resources would be avail- 
able for raising the standard of life of the 
entire population. A rational social wel- 
fare policy has undoubtedly had a great 
mission to fulfill, and much work still re- 
mains to be done in this field, but it lies 
chiefly in the direction of enhanced efficiency 
of labor, or rather in the spread of the high 
standard of efficiency already reached in 
some lines to all parts of the national econ- 
omy. A mere reshuffling of a national in- 
come which in itself is quite insufficient 
would evidently be an ineffectual remedy. 
Conceived in this sense, a “new deal” will 
be a most misleading programme. 


Before concluding that the United 
States has lost its pace of acceleration 
to other nations, we should have to 
know more about their relative situa- 
tions at a given time. If, for example, 
at a certain period other countries were 
in a low state and the United States in 
a higher condition, the relative progress 
of other countries would appear to be 
greater than that of the United States. 
As to the European countries, they suf- 
fered more from the World War (1914- 
18) than did the United States, and 
their progress since that time would 
make the better showing. 

THE BanKeRS MacazINE would be 
gratified to see all the countries of the 
world making advances in production 
and trade. It is reluctant to believe, in 
the absence of more convincing proof, 
that our own country is not keeping 
pace with world progress. 
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a HE frankness and _ friend- 
liness of your officers in 
the routine matters of our nor- 
mal banking transactions and 
the courtesies so cordially ex- 
tended have been so marked that 
we feel you should be made 
aware of our appreciation.” 


So reads a letter received from 
a valued customer. 


The test of satisfactory service 


is the attention given to the 
routine as well as to the unusual 
request. 


. THE:.. 


PHILADELPHIA 
NATIONAL BANK : 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$41,000,000 


Member of Federal Deposit Insurance Corporation 
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Secondary Eeserve 
Policies and Programs (Part II) 


By Paut M. ATKINS 


Executive 


ONSIDERABLE emphasis was laid, 
in previous articles in this series, 
on the necessity of studying both 

the relationship of the net worth of a 
bank to its deposits, of the net free sur- 
plus to deposits, and the liquidity of 
the net worth as factors influencing the 
secondary reserve. It was pointed out 
that the last two factors were more im- 
portant than the first. 

If the ratio of total surplus to de- 
posits is low, it means that the bank is 
not in a position to accept losses with- 
out finding itself in an embarrassing 
position. If this is the situation, then 
it is evident that a low ratio indicates 
the need of a strong secondary reserve, 
strong in size, liquidity and the safety 


PAUL M. ATKINS 


Vice-President, Grant & Atkins, Inc., New York City 


of the assets in which its funds are in- 
vested. The bank cannot afford to carry 
risks, and one way to protect itself 
against them is by having a relatively 
large secondary reserve. 

The amount of the net free surplus 
and its ratio to deposits is more a meas- 
ure of the extent to which a secondary 
reserve can be built up out of capital 
resources rather than a measure of the 
size of a desirable secondary reserve. 
If funds from net worth are not avail- 
able to aid in building up a secondary 
reserve it means that these funds must 
be obtained from other sources, gener- 
ally the thrift deposits. 


Exclusion of Local Loans 


It was pointed out earlier that it is 
not wise to include local loans and dis- 
counts eligible for rediscount with a 
Federal Reserve bank as a part of the 
secondary reserve, because a bank does 
not have complete discretion in regard 
to them as it does concerning non-local 
earning assets. On the other hand, the 
possession of a substantial portfolio of 
eligible loans can reasonably affect the 
size of the secondary reserve by making 
it possible to have the reserve smaller 
and still have it safe than would other- 
wise be the case. 


Local Loan and Mortgage Proportion 


One other internal factor deserves 
brief consideration as a basis for decid- 
ing upon the size of the secondary re- 
serve—the proportion of funds invested 
in local loans and discounts and mort- 
gages. Assets in this form are gener- 
ally less flexible than are non-local 
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earning assets, including those in the 
investment account. On the other hand, 
they frequently have higher earning 
power than do non-local earning assets 
and hence a relatively large secondary 
reserve may be built up under such cir- 
cumstances to provide the liquidity and 
flexibility which local earning assets 
usually furnish to only a limited degree. 


Primary and Secondary Reserve 
Relationship 


It was also pointed out that the size 
of the primary reserve would depend in 
some measure on the size and composi- 
tion of the secondary reserve. The re- 
verse likewise holds true—the size of 
the secondary reserve is predicated in 
part on the size of the primary reserve, 
for the larger is the primary reserve, 
the less necessity there is to depend on 
the secondary reserve for liquidity. 
Care must be taken in this matter not 
to consider cash funds held temporarily 
awaiting investment as a part of the pri- 
mary reserve upon which continued re- 
liance for the liquidity of the bank may 
be placed. 


Influence of Business Conditions 


So far, consideration has been given 
only to factors internal to the bank. It 
must not be overlooked that general 
business and economic conditions also 
play their part in influencing a desir- 
able size for the secondary reserve. The 
time to repair a leaky roof is during 
dry weather. So it is that the time to 
build the largest and strongest second- 
ary reserve is during a period of busi- 
ness activity when there seems to be 
little need of a secondary reserve ex- 
cept as a source of cash for the primary 
reserve in order to make more deposits 
possible. This is the time not only to 
increase the absolute size of the second- 
ary reserve but also its size in relation 
to deposits. If this is done as the peak 
of the business cycle is reached, and 
deposits are withdrawn, a bank will 
have the means of meeting the demands 
made upon it and be able to give a full 
measure of aid to its customers, de- 
positors and community. If this is done, 


and the assets to be included in it are 
selected with discrimination, the down- 
ward period of the business cycle need 
not cause anxiety. 


Factors Determining Secondary 
Reserve Size 


The size of the regular secondary re- 
serve depends on a number of factors 
which, with their effects, may be sum- 
marized briefly as follows: 


1. The larger the volume of deposits 
the larger should be the secondary re- 
serve. 


2. The larger the proportion of de- 
mand deposits to total deposits,’ the 
larger proportionately should the sec- 
ondary reserve be since demand deposits 
require a relatively larger reserve than 
do time deposits. 


3. The less the stability of deposits 


the larger should be the secondary re- 
serve. 


4. The higher the rapidity of fluctua- 
tion of deposits, the larger should be 
the secondary reserve. 


5. The smaller the ratio of total sur- 
plus to deposits, the larger should be 
the secondary reserve. 


6. The less liquid the funds in which 
the net worth is invested, the larger 
should be the secondary reserve. 


7. The smaller the proportion of the 
local loans and discounts eligible for 
rediscount at a Federal Reserve bank, 


In the accompanying article, 
Dr. Atkins continues his. discus- 
sion (started in the December 


issue of THE BANKERS 
MAGAZINE) of factors affect- 
ing the size and 5 ieaeenacart of 
a secondary reserve. 


This is the fifth in a series of 
‘“previews’’ of the author’s new 
book on bank secondary reserve 
and investment management, 
soon to be published by The 
Bankers Publishing Company. 


THE BANKERS MAGAZINE for January, 1940 





the larger should be a secondary re- 
serve. 

8. The larger the proportion of the 
earning assets invested in local loans 
and discounts and in local mortgages, 
the larger should be the secondary re- 
serve. 

9. The smaller the primary reserve 
(within limits) the larger should be the 
secondary réserve. 

In all these cases the converse like- 
wise holds true. It must be realized in 
this connection that, as a practical mat- 
ter, there are certain limits of size be- 
low which a secondary reserve cannot 
be allowed to fall and still have it an 
effective instrument of bank manage- 
ment. 


Size of Secondary Reserve 


It would be comfortable to feel that 
some convenient means of computation 
—some kind of slide rule—were avail- 
able by means of which the variables 
we have discussed, and others which 
are likely to appear, might be combined 
to give the size of a desirable second- 
ary reserve in mathematical terms. Un- 
fortunately, no such slide-rule is at 
hand, and there does not seem to be 
much probability of its being developed 
in the immediate future. The problem, 
like all problems in economics, business 
and the social sciences in general, can- 


‘*As conditions change with 
the passage of time, not only is 
it necessary to alter the absolute 
size of the secondary reserve, 
but the ratio which it bears to 
the deposits. These changes may 
be both internal in relation to 
the bank or external in the sense 
of general economic and busi- 
ness conditions. Decisions of 
this kind place a premium on 
that experience and judgment 
which has been ripened by con- 
tact with many cases over an 
extended period of time.’’ 


not be solved by the techniques which 
are employed in the physical sciences 
and in engineering and which, even in 
these fields, are often difficult of appli- 
cation. It is impossible to isolate the 
variables and by controlling all except 
one study the effects of variations in 
that one. 


Like so many other instances in the 
field of practical economics, this is a 
case where good judgment based on ex- 
perience must be applied. This is not 
a reason, of course, for not making the 
studies which have been recommended, 
even though they involve the expendi- 
ture of both time and labor. The 
greater the knowledge, the greater the 
array of facts, analyzed, codrdinated 
and compared, which can be made avail- 
able to the person who must make the 
decision in regard to the size of the 
secondary reserve, the greater the prob- 
ability that his judgment will be sound 
and his decision constructive. 

Furthermore, any determination of 
size must be made with a given situa- 
tion and prospects in view. As condi- 
tions change with the passage of time, 
not only is it necessary to alter the 
absolute size of'the secondary reserve, 
but the ratio which it bears to the de- 
posits. These changes may be both in- 
ternal in relation to the bank or ex- 
ternal in the sense of general economic 
and business conditions. Decisions of 
this kind place a premium on that ex- 
perience and judgment which has been 
ripened by contact with many cases over 
an extended period of time. 


Composition of a Secondary Reserve 


As so often happens in the business 
world, it is impossible to maké one de- 
cision without being compelled to make 
at least tentative choices in one or more 
other matters. The discussion has pro- 
ceeded to this point as though the de- 
termination of the “size” of a secondary 
reserve might be made without refer- 
ence to its composition. This, of course, 
is not the case. A bank can be effec- 
tively protected by a smaller secondary 
reserve than would otherwise be con- 
sidered normal if this reserve is com- 
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posed of non-local earning assets of 
the highest degree of liquidity. Such a 
plan naturally sacrifices the rate of in- 
come on the funds invested in the sec- 
ondary reserve. This loss of income 
may, however, be compensated by an 
increased rate of income on a larger 
volume of assets in the investment ac- 
count than would be possible if the 
secondary reserve account were larger. 
There are, of course, practical limits— 
both upper and lower—to the size of 
a secondary reserve, but within those 
limits a bank may have an adequate 
secondary reserve provided needed cor- 
responding adjustments are made in the 
composition of this reserve. 

It is definitely in order, therefore, 
to consider the composition of a second- 
ary reserve account beginning with the 
elements that determine it and proceed- 
ing to a consideration of its logical 
components. The factors involved in 
the composition of a secondary reserve 
account are at least three. They have 


been summarized in the following para- 
graphs: 


In the composition of the secondary re- 
serve account of a bank, there are several 
requirements, each of which must receive 
due consideration. The basic requirement 
which must exist to a high degree in all 
assets so classed is safety. Every asset 
which is not thoroughly safe, measured both 
in absolute terms and in terms of the par- 
ticular type of security, must be rigidly ex- 
cluded from consideration. There is no 
argument concerning this point; it may be 
accepted as an axiom. 

The second requirement is liquidity, which 
may be further defined as marketability 
with price stability. Practically all assets 
which would meet the first qualification of 
safety would be marketable under almost 
all circumstances, but it might require a 
substantial sacrifice in price to move them 
under certain conditions. ... 

The third requirement is yield, or income. 
If this factor could be entirely neglected. 
then cash in the vaults of the bank or on 
deposit with correspondent banks would 


*Quoted in the Commercial Bank Man- 
agement, Booklet No. 3, Secondary Reserves 
and Security Buying, issued by the Clear- 
ing House Section, American Bankers As- 
sociation, from a mimeographed pamphlet 
prepared by Paul M. Atkins for and copy- 
righted and issued by Ames, Emerich & 
Co., Inc., in 1928. 


meet the needs of the other two factors. 
While this requirement cannot be over- 
looked, it must be subordinated to the other 
two in deciding which assets are to go into 
the secondary reserve.” 


Since there are three factors to re- 
ceive consideration in determining the 
composition of a secondary reserve, it 
is apparent that a variety of combina- 
tions is possible. Even in the case of 
the first—safety—there are several de- 
grees, any of which may be considered 
as satisfactory for a secondary reserve, 
and consonant with its necessarily high 
standards in this respect. However, 
there are more possibilities of variation 
in the last two named factors, and es- 
pecially in the two taken together which 
permit a number of possible combina- 
tions in establishing the composition of 
a secondary reserve without in any way 
departing from the high standard set 
for both safety and liquidity. Since 
any shifting in assets which might af- 
fect their safety unfavorably is rigidly 
tabooed, it can be accepted that no asset 
should be included in the secondary re- 
serve which does not meet thoroughly 
high standards in this respect. Since 
yield is the least important factor and 
generally fluctuates inversely to liquid- 
ity, if the third variable—safety—is 


*‘It must not be overlooked 
that general business and eco- 
nomic conditions also play their 
part in influencing a desirable 

_ Size for the secondary reserve. 
The time to repair a leaky roof 
is during dry weather. So it is 
that the time to build the largest 
and strongest secondary reserve 
is during a period of business 
activity when there seems to be 
little need of a secondary reserve 
except as a source of cash for 
the primary reserve in order to 
make more deposits possible. 
This is the time not only to in- 
crease the absolute size of the 
secondary reserve but also its 
size in relation to deposits.’’ 
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maintained constant, it is the factor 
which is primarily in mind when con- 
sidering possible variations in the com- 
position of a secondary reserve. 


Deposit Fluctuation Factor 


Many of the factors which affect the 
size of a secondary reserve account also 
condition its composition, and, more es- 
pecially, its liquidity. Deposits—more 
especially the rapidity of their fluctua- 
tion—is perhaps the most important 
single factor. If the rapidity with 
which deposits decline is great, it may 
become necessary to obtain cash funds 
from the secondary reserve with a mini- 
mum of delay. If such is the case, it is 
necessary to sacrifice the higher yield 
which less liquidity would make pos- 
sible in order to obtain the means of 
rapidly converting the secondary re- 
serve assets into cash. Stability of de- 
posits, which in itself limits the calls 
which are made upon a secondary re- 
serve and a slow rate of decline in de- 
posits when such decreases take place, 
reduce the necessity of a high degree 
of liquidity in secondary reserve assets. 


Capital Funds and the Secondary 
Reserve 


. A low ratio of net surplus of capi- 
tal funds to deposits makes it desirable 
to have a relatively high degree of 
liquidity as well as a large and thor- 
oughly sound secondary reserve. A 
better than average degree of liquidity 
is useful insurance in such a case. Par- 
ticularly when the liquidity of the capi- 
tal funds is low, or, in other words, 
when the amount of the fixed frozen and 
sub-standard assets is equivalent to a 
substantial proportion of the capital 
funds of the bank including the surplus, 
it is desirable to have the secondary 
reserve highly liquid, both so that it 
will be very readily available and to 
protect the bank against losses. 

A low percentage of local loans and 
discounts eligible for rediscount is also 
a reason for having the secondary re- 
serve more liquid than the average for 
the supplementary aid which otherwise 
might be obtained from this source is 


low. A large proportion of the earn- 
ing assets in the form of local loans 
and mortgages likewise puts a premium 
on liquidity in this reserve. 


Factors Affecting Secondary Reserve 
Composition 


The liquidity of the secondary re- 
serve depends, therefore, on a number 
of factors which, with their effects, may 
be summarized as follows: 


1. The greater the rapidity in the de- 
cline of deposits in any given cycle, the 
greater should be the liquidity of the 
secondary reserve. 


2. The lower the ratio of surplus to 
total deposits, the greater should be 
the liquidity of the secondary reserve. 


3. The lower the liquidity of the as- 
sets in which capital funds are invested, 
the greater should be the liquidity of 
the secondary reserve. 


4. The lower the amount of local 
loans and discounts eligible for redis- 
count, the greater should be the liquid- 
ity of the secondary reserve. 


As in the case of the determination 
of the size of a secondary reserve, there 
is no single mathematical formula that 
can be applied to decide how liquid a 
secondary reserve should be. Some of 
the more important factors have been 
outlined, but there is hardly a bank that 
will not find one or more others, per- 
haps in its particular case more impor- 
tant as a basis for a decision than any 
of those named. 

The determination of the composition 
of the secondary reserve of a bank must 
necessarily depend on good judgment 
ripened by experience and enlightened 
by all of the pertinent information that 
can be obtained. 


(Norte: In the continuation of this article, 
to appear in the February issue of THe 
Bankers Macazine, Dr. Atkins discusses 
assets which may be included in a second- 
ary reserve, such as: non-local earning as- 
sets, non-local loans and discounts, U. S. 
Government securities, state and municipal 
securities, corporate bonds and notes, etc. 
He also outlines a statement of secondary 
reserve policy and a statement of secondary 
reserve program which may be adapted by 
any bank to fit its particular needs.) 
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Old Republic 
has pioneered in 
adapting Credit 
Life Insurance 
to banks with 
Personal Loan 
Departments, 


Ox REPUBLIC has just brought out a 
unique brochure explaining its simple, practical plan of Credit Life In- 
surance as used by hundreds of commercial banks with Personal Loan 


Departments—banks of all sizes in all types of communities in 29 states 
from New York to California. The brochure also contains examples of 
the few simple forms that make the plan almost automatic in operation. 
A copy of this brochure will be sent to any bank-officer upon request. 
Address N. A. Nelson, Jr., General Manager, Old Republic Credit 
Life Insurance Company, 309 West Jackson Boulevard, Chicago, III. 
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Improving Our Banking System 


By Henry B. STEAGALL 
Chairman, Banking and Currency Committee 
DU. S.. House of. Representatives 


N my humble judgment the Federal 

Reserve system, if modernized to 

meet existing conditions and admin- 
istered in accordance with its original 
spirit and purpose, would constitute 
the greatest instrumentality of the Gov- 
ernment for meeting the problems of 
the present. The Act is in need of 
greater elasticity. It should be liberal- 
ized in every detail of its operation so 
as to make membership in the system 
attractive not only to national banks but 
to all banks, large and small. Every 
unnecessary restriction or interference 
with the management of member banks 
and every limitation or requirement re- 
sulting in the curtailment of their legiti- 
mate service or earnings should be 


avoided. I should like to see the Fed- 


HENRY B. STEAGALL 


eral Reserve system so organized and 
administered that no bank could afford 
not to be a member of it. The system 
should be a refuge and a haven of safety 
in time of need for every bank, state 
or national, whose portfolios show suf- 
ficient assets to meet the test of solvency. 
The great powers of the system should 
be devoted to the stabilizaion of our 
economic structure and to safeguarding 
the nation against demoralization and 
distress. We must never again be called 
upon to experience a period of deflation 
such as suffered during our recent past, 
with its paralysis of business, destruc- 
tion of values and the ultimate collapse 
of our banking structure. 

At this time when we are so prone 
to find fault with the Government for 
invading the fields of business, may I 
remind you that it was the untoward 
developments of depression and panic 
that made it seem necessary to resort to 
use of the Federal Treasury and its 
credit for the support of private busi- 
ness. It was because of these develop- 
ments that President Hoover and the 
Congress in 1931 established the Re- 
construction Finance Corporation with 
capital resources of two billions of dol- 
lars supplied by the Treasury to rescue 
and support our toppling financial 
structure through advances to banks, in- 
surance companies, railroads and other 
private business interests. The Recon- 
struction Finance Corporation has made 
loans to banks and receivers of banks 
in the amount of a little over $2,000,- 
000,000, loans to insurance companies 
in the amount of $91,000,000, to rail- 
roads in the amount of $650,000,000 
and industrial loans in excess of $174,- 
000,000. The corporation subscribed to 
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the capital structure of banks in the 
amount of $1,164,000,000. It is not 
necessary to discuss now the necessity 
for this action of the Government nor 
to assess the benefits that have resulted. 
Of course, it is desired that the Govern- 
ment terminate all agencies and activ- 
ities that involve the Federal Treasury 
in the support of private business or 
that enter into competition with legiti- 
mate private business. But this can 
only be accomplished by the resumption 
of normal banking activities and an en- 
larged measure of service by our Fed- 
eral Reserve system. This is the com- 
mon task of legislators and bankers. 


If our banks are to render the full 
measure of service necessary to the pub- 
lic interest banking must be made safe 
for those whose deposits supply the 
larger portion of the resources of our 
banking institutions and profitable for 
those who invest their capital in the 
enterprise. It is now history that in 
the conduct of the banking business in 
the not distant past billions of deposits 
have been lost, and many millions sup- 
plied by the investing public in the form 
of capital have been swept away. This 


chapter must not be repeated and we 
must be concerned with measures de- 
signed to avoid recurrence. 


Deposit Insurance 


For many years it has been my con- 
viction that a system of deposit insur- 
ance, available to all banks, state and 
national, should be maintained under 
Government supervision and supported 
by assessments upon participating banks 
in amounts not unduly burdensome and 
equitably apportioned. Prompted by 
this conviction I introduced in the 
House of Representatives from time to 
time during the past fifteen years a 
measure to establish a system of deposit 
insurance. For the first time, in 1932, 
the House passed the bill but it was 
not considered in the Senate. In the 
following Congress I had the honor of 
introducing and sponsoring the measure 
which was finally enacted in 1933. I 
am happy to recall the history of this 
legislation in the light of previous ex- 


perience compared with what has taken 
place since its enactment throughout 
the nation. Prior to the passage of this 
Act there had been an average of ap- 
proximately 900 bank failures a year 
for a period of ten years, culminating 
in the closing of every bank in the 
United States. During the entire period 
of five years following the insurance of 
deposits under the Act we had only 175 
bank failures in the United States out 
of the 14,000 insured banks, involving 
$47,000,000 deposits. In these banks 
there were 205,000 depositors and all 
but one half of 1 per cent of them were 
paid in full. If we review the opera- 
tions of the Federal Deposit Insurance 
Corporation to the end of the first six 
months of 1939 and include the relief 
extended by the corporation in the form 
of loans to weak banks in order to give 
full protection to depositors and credi- 
tors by effecting mergers and consolida- 
tions with stronger institutions we find 
that only 300 banks were affected by 
closing and merger loans combined, 
that the amount of deposits in them 
amounted to $280,617,000 and that 838,- 
539 depositors were affected, of whom 
836,380 were paid in full with a gross 
outlay by the corporation of $146,306,- 
000. Since deposit insurance became 
effective no community in the United 
States has gone through the suffering 
and distress which had become so com- 
mon throughout the country as an in- 
cident to bank failures. 

In the light of our experience | think 
we may safely and prudently enlarge 


In the accompanying portion 
of his recent address at the Mid- 
Year Trust and Banking Con- 
ference of the New Jersey Bank- 
ers Association, Congressman 
Steagall recommends moderniza- 
tion of the Federal Reserve sys- 
tem, extension of coverage and 
reduction in assessments of the 
FDIC, elimination of Postal 
Savings, and preservation of the 
dual system of banking. 
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the measure of protection afforded by 
the Federal Deposit Insurance Corpora- 
tion. It has been demonstrated that in- 
surance of individual depositors in the 
amount of $10,000 could have been car- 
ried without appreciably increasing the 
burden upon the corporation and with- 
out any additional assessments upon 
participating banks. In my judgment 
this step should be taken in order that 
the corporation may render a larger 
measure of protection and a greater 
service to the banks. The records show 
that the corporation has accumulated 
a surplus of $135,000,000 in excess of 
its capital. This would seem to justify 
considering some reduction in the assess- 
ment of participating banks. This cor- 
poration is largely your corporation 
because the banks have contributed sub- 
stantially the entire surplus. Both good 
banking and a reasonable regard for 
the welfare of the Federal Deposit In- 
surance Corporation require that banks 
should encourage the enactment of all 
measures designed to promote sound 
banking. They should be interested to 
see that the capital structure cf banks 
bears such a relation to deposits as will 
afford a reasonably adequate cushion of 
protection to depositors and, in addi- 
tion, that banks are required to build 
up reserves sufficient to afford proper 
protection both to investors and to de- 
positors. I am sure these suggestions 
meet unqualified approval. 


Postal Savings Elimination 


As the banks are now furnishing 
added protection to their depositors 
they should no longer be forced to meet 
the competition of the Government in the 
matter of deposits. The Postal Savings 
Act was passed as a measure of protec- 
tion to small depositors and. the estab- 
lishment of the Federal Deposit Insur- 
ance Corporation has removed every 
reason for the Postal Savings Law. 
There are now in the Postal Savings 
system a billion and a quarter .deposits 
that are withdrawn from normal usage. 
In a certain sense these deposits are 
sterilized. They can only be employed 
by banks in which they are redeposited 


upon the hypothecation of securities 
that are equivalent to cash and upon 
which cash could be obtained in the 
banking world. Banks that are insured 
in the Federal Deposit Insurance Cor- 
poration up to the amount of $5,000 for 
each depositor afford every desirable 
protection that can be afforded by the 
Postal Savings system and proper legis- 
lation should be passed to remedy this 
situation. 


Preserve Dual System 


It is my conviction that true progress 
lies in the direction of improving the 
banking system that has brought us thus 
far. I am not prepared to entertain 
proposals which might mean its destruc- 
tion. We must preserve our dual bank- 
ing system. The country has prospered 
under it; it will prosper again if we 
meet our responsibilities. We must not 
allow community banks to be absorbed 
or destroyed. These institutions have 
been the chief instrumentalities for the 
development of our country. They con- 
stitute the support and mainstay of 
community life. They represent com- 
munity pride, community spirit and 
community character. There can be no 
desirable substitute for local investment 
and local management. The officials 
of these banks know the people with 
whom they deal. They know their moral 
worth. They make loans upon char- 
acter. I was happy to read not long 
ago that one of the great banks in the 
city of New York, the National City 
Bank, had established a department for 
handling personal loans—loans on 
character. James H. Perkins, chairman 
of the board of directors, stated that 
they were making loans for paying doc- 
tors’ and hospital bills, for paying for 
homes,. for sending sons and daughters 
to school and for credit needs of small 
business enterprises, that $53,000,000 of 
such loans were made at low rates of 
interest and that repayments were en- 
tirely satisfactory.. I commend _ this 
policy to bankers everywhere. If it is 
followed as it should be I predict that 
bankers and legislators will hear less 
of demands for direct Government par- 
ticipation in private business. 
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ig Is a traditional policy of the Chase 
National Bank to maintain an 
effective correspondent bank service. 
Supplying the needs of out-of-town 
institutions has been a dominant 
factor in its development as a world 
bank. Broaden customer service 


with Chase correspondent facilities. 
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INCREASING PERSONAL LOAN BUSINESS 


by R. E. DOAN and G. F. FOLEY 
Price $2.50 


The Chapters Ke Personal Loan Department has far 
greater possibilities than have hitherto 
been realized. Mr. Doan and Mr. Foley 
recognize the human features of this department 
. Practical Operating Suggestions in its possibilities for service to the worthwhile 
citizens of the community but they have gone 
further in their investigation of the country’s 
successful Small Loan Departments to answer 
. Introduction to “THE the questions: How May Profits Be Increased? 
DENVER PLAN” How May Services Be Broadened? How May 
. DENVER PLAN and Large Its Facilities Be Extended to Serve Business 
Department Stores Firms as Well as the Individual? 


. Who Borrows. Why They 
Borrow 


. Advertising Personal Loan 
Department 


. DENVER PLAN and Small Besides these questions the authors as 

Retailers, Professions originators of the now famous “DENVER 
PLAN” present their experiences and set forth 
for the first time the entire operation of this plan 
which assists retail merchants to liquidate their 
. FHA Mortgage Loans delinquent accounts. 


. Systematizing FHA Moderniza- 
tion Loans 


May we send you on 5 days’ approval a copy of 
INCREASING PERSONAL LOAN BUSINESS? 


BANKERS PUBLISHING COMPANY 
465 Main Street ‘ . Cambridge, Massachusetts 
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The Outlook for 
Long-Term Money Rates 


By A. Pxuitie WooLrson 
Financial Editor, The War Coordinator, The Research Institute of America, New York 


N the light of current low earnings, 

the major problem of the commer- 

cial banks will continue to be the 
balancing of income on their investment 
portfolios as against possible capital 
losses on such investments. 

An analysis of the National bank 
statistics for the period 1918-1936 in- 
dicates that the rate of loss on total 
securities held by the national banks 
was approximately the same as the rate 
of loss on their total outstanding loans, 
or at an annual average rate of about 
1 per cent per annum. The rate of 
lass on securities other than Govern- 
ments appears to have averaged about 
twice the rate of loss on loans. A study 
by the Federal Deposit Insurance Cor- 
poration of operating insured commer- 
cial banks not members of the Federal 
Reserve System shows that in 1938 the 
market value per $100 of their bond 
portfolios was more than 2 per cent 
below the book value, but the market 
value of Government security holdings 
was about 3 per cent above the book 
value. 

It would seem, therefore, that the 
commercial banks must be particularly 
concerned with any possible change in 
the level of Government bond yields 
which may in the course of time result 
in their having to absorb a 2 per cent 
or larger loss ratio on their total in- 
vestment portfolio, or a rate in excess 
of that experienced on the outstanding 
loan business. 

The break in long-term Government 
securities and high-grade corporate 
bonds that developed following the 
outbreak of war proved short-lived. It 
did indicate, however, the market im- 


portance of a change in the psycholo- 
gical attitude of investors in the face 
of high excess bank reserves and Ad- 
ministration statements of easy money 
policies. In spite of the recovery in 
bond prices, there continues to prevail 
in investment circles the feeling that if 
the war is long drawn out the United 
States will witness a reversal in the 
trend of long-term money rates. Such 
a reversal had been under way in the 
leading European money markets for 
some time prior to the outbreak of the 
European war. A change of major pro- 
portions in long-term money rates in 
this country would reflect not only the 
belief of investors that a substantial rise 
in commodity prices is ultimately in- 
evitable, but also the end of the era of 
stagnation of new capital investment 
which has resulted from business dis- 
trust of the Administration’s attitude 
toward industry. 

An appraisal of the uncertainties 
which presently confront the banker 
may suggest why he will find it profit- 
able not to increase his portfolio of 
long-term Government securities at cur- 


‘‘Not only does the domestic 
economic and political situation 
suggest a reversal in the long- 
term money rate outlook, but 
foreign developments suggest 
that in the international money 
markets the period of abnormally 
low manayed money rates has 
come to a close,’’ suggests Dr. 
Woolfson in the accompanying 
article. 
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rent yield levels, but rather will en- 
deavor to cash in on his existing paper 
profits whenever the opportunity offers. 
For not only does the domestic economic 
and political situation suggest a rever- 
sal in the long-term money rate out- 
look, but foreign developments suggest 
that in the international money markets 
the period of abnormally low managed 
money rates has come to a close. 

It is because our easy money pro- 
gram and our pump-priming, deficit- 
financing policies failed to solve the 
unemployment and price deflation prob- 
lems that there developed a mushroom 
growth in the number of such schemes 
put forth by blocs and groups, private 
as well as public, which relied on some 
monetary or currency device to bring 
about the desired recovery in consumer 
buying power. It was probably to 
forestall the enactment of any of the 
currency expansion proposals already 
introduced in Congress, as well as to 
avoid criticism of the inability of the 
Federal Reserve authorities to maintain 
the recovery in business and prices that 
was evident in 1937, that on April 18, 
1939, the Reserve Board asked Congress 
to undertake a study of monetary and 
banking policy. In a statement ad- 
dressed to the chairman of the Banking 
and Currency Committees of the Senate 
and House, the Reserve Board urged 
that “Congress . . . take steps to deter- 
mine the objectives by which monetary 
and banking authorities shall be guided, 


‘*With due allowance for an 
increase in outstanding Federal 
debt to the 45 billion dollar level, 
and due appreciation of the abil- 
ity of the monetary management 
authorities to continue their 
easy money policy, an ultimate 
level of about 3 to 34 per cent 
for long-term Government bond 
yields would represent a possible 
level of adjustment under the 
changed domestic and interna- 
tional economic conditions cur- 
rently developing.’’ 


the validity of different plans and views 
on monetary and credit matters pro- 
posed or held by agencies within or out- 
side the Government... .” The Senate 
subsequently adopted the Wagner reso- 
lution which provides in part that the 
Senate Banking and Currency Committee 
shall “consider and recommend a na- 
tional monetary and banking policy by 
which the monetary and_ banking 
authorities of the Federal Government 
shall be guided and governed.” 

In the international situation the 
significant new factor affecting the long- 
term money rate picture is a definitive 
measure taken in the principal interna- 
tional money centers to arrest the flight 
of capital to the United States. Since 
the principal factor making for ab- 
normally low money rates in this coun- 
try over the past several years has been 
the huge inflow of foreign refugee capi- 
tal to our markets and the feeling that 
such movements would continue for an 
extended period in the future, cessation 
of the inflow, while in itself not sufh- 
cient to cause a reversal in the money 
rate picture, will bring to a close the 
era of extraordinarily large increases 
in American monetary gold stocks which 
contributed so heavily to the large mem- 
ber bank excess reserve position. 


Foreign Capital Repatriation 


The higher level of bond yields in 
foreign money markets in conjunction 
with the profits made available by ex- 
change depreciation may result in some 
repatriation of foreign capital now in 
our markets. 

Long term money rates, in Great Brit- 
ain and other leading money markets 
abroad, have for the past several 
months been moving in a direction more 
encouraging to foreign capital than the 
rates now prevailing in our markets. 
Thus, in Great Britain the yield of gov- 
ernment bonds has been rising since 
early 1937 with the rise becoming espe- 
cially marked in the fall of 1938. In 
France, government bond yields, which 
had fallen sharply throughout 1938, 
resumed an upward trend early in 1939. 
In Holland and Switzerland the rever- 
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GENERAL MOTORS ACCEPTANCE 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


GENE 
WOM MO} es 


INSTALMENT 
PLAN 


CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


RAL 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


sal in the downward trend of govern- 
ment bond yields also became evident 
early in 1939, while in Belgium the 
upturn in government bond yields be- 


came evident in 1938. Government 
bond yields in leading foreign markets 
are now from 11% to 3 per cent higher 
than in our market, while short term 
money rates in these same foreign 
money centers are from 1 to 3 per cent 
above those prevailing currently in New 
York. 

That foreign repatriation of capital 
funds now deposited or invested in our 
markets must exert a deflationary in- 
fluence on the level of investment values 
is generally appreciated. 

To some degree a deflationary influ- 
ence on the level of domestic investment 
values analogous to that of foreign capi- 
tal repatriation would be the liquida- 
tion by the belligerents of their mobi- 
lized holdings of American securities. 

An indication of how Government 
security prices may be affected by for- 
eign capital repatriation is afforded by 


BRANCHES IN PRINCIPAL CITIES 


the behavior of these securities in 1937 
when the country experienced a de- 
pyramiding of interbank deposits inci- 
dent to the increase in member bank 
legal reserve requirements. From a low 
average long-term Government yield of 
2.27 per cent in December, 1936, the 
yield rose to 2.74 per cent in April, 
1937, in a period when our monetary 
gold stocks were increasing. Given a 
period of heavy foreign liquidation in 
our markets, on top of a domestic move- 
ment to cash in on existing paper profits 
on high grade investment securities, the 
best that can be expected from stabiliz- 
ing market operations by Government 
or commercial bank agencies is that the 
decline in investment values and the 
rise in high grade bond yields will be 
in the nature of an orderly retreat 
rather than a successful attempt to peg 
long-term money rates at currently pre- 
vailing levels. 

It is difficult to approximate what 
will be the new level of long-term 
money rates to which Government 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THIS book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce . 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


Bankers Publishing Co., “T 
| 465 Main Street, Cambridge, Mass. I 
i Please send me on approval a copy ot | 
“RFC Loans to the Railroads” by Herbert 
Spero. At the end of 5 days I will either 
remit $3.50 or return the book. 
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securities will in the long run trend in 
the light of the changed international 
money rate position and with the prob- 
able adoption of new domestic price 
raising programs. In the 1927 easy 
money period the long-term Government 
bond yield averaged 3% per cent, at 
a time when the public debt was less 
than half of that currently outstanding, 
and with a wholesale price level at 95 
per cent of the 1926 average, or 27 per 
cent above the current wholesale com- 
modity price index. In 1934 when the 
commodity price level stood about 
where it is today, and with an increas- 
ing public debt, the long-term Govern- 
ment bond yield averaged 314 per 
cent. With due allowance for an in- 
crease in outstanding Federal debt to 
the 45 billion dollar level, and due 
appreciation of the ability of the mon- 
etary management authorities to con- 
tinue their easy money policy an ultimate 
level of about 3 to 314 per cent for 
long-term Government bond _ yields 
would represent a possible level of ad- 
justment under the changed domestic 
and international economic conditions 
currently developing. 


New Level Inevitable 


The current 214 per cent level for 
long-term Government securities is 
symptomatic of the present depressed 
condition of the capital markets, and of 
the necessity of the commercial banks 
to earn at least “bread and butter.” 
Continuing unbalanced budgets, the in- 
evitablity of a higher commodity price 
level, the continued diversion of private 
capital savings through taxation for 
governmental requirements, the restric- 
tions on the flight of foreign capital to 
our markets, the increased attractive- 
ness of foreign money markets for in- 
vestment by foreigners of the refugee 
capital now located here, all combine to 
render inevitable a breakdown of the 
artificial low level of long-term money 
rates that has prevailed here in recent 
years, and will in due course restore 
them to a level approximating that 
which prevailed in the 1933-1934 
period. 
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KNOW YOUR PUBLIC 


By MERLE E. SELECMAN 


Deputy Manager, American Bankers Association, New York City 


SOMETIMES wonder if public rela- 

tions isn’t a great deal like electricity 

—an unseen, undefinable but dy- 
namic force, which if properly under- 
stood, has a thousand uses in our every- 
day business life. 

But for practical purposes in consid- 
ering public relations can’t we simply 
say we want people to like us, to like 
the way we do business, to like the peo- 
ple who work for us, and to like our 
merchandise or service? Wasn’t Solo- 
mon talking about public relations years 
and years ago when he wrote the old 
proverb, “A good name is rather to be 
chosen than great riches?” 

If we can agree on this simple ob- 
jective, let’s see how we can accomplish 
it. As the very first step it seems to me 
that we ought to find out what people 
like—and what they don’t like. We 
ought to know accurately what they 
think about our way of doing business 
and the kind of service we render. 

Before a builder starts to excavate he 
usually makes test drills to find out 
what’s beneath the surface. Before we 
start to alter the public mind about our 
business we ought to know beyond any 
question of. a doubt what the public 
thinks about us and our services. What 
accurate information do they already 
have about our business? What opinions 
do they have which are based on mis- 
information or lack of information? If 
we don’t have this preliminary knowl- 
edge, if we try to work without blue- 
prints, how in the world are we going 
to select the proper tools, or the right 
material to do a good job? 

Let me cite you a concrete illustra- 
tion: Some time ago the Association of 
National Advertisers found out in a na- 
tional public-opinion survey that the 
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public believes that 12 per cent to 25 
per cent of the retail price of merchan- 
dise goes to advertising. This was 
startling information for the national 
advertisers. They had discovered a 
widespread public opinion which wasn’t 
true. 

What did they do about it? You may 
have noticed in last month’s American 
Magazine a full page advertisement 
headed, “Why Not Put the Money into 
the Car Instead of into Advertising?” 
This question was asked by a Detroit 
woman, Mrs. Warren Sisman, in an in- 
terview with H. K. Keller, president of 
the Chrysler Corporation. Here is one 
paragraph of the interview, as it ap- 
peared in the advertisement: 





MERLE E. SELECMAN 
A portion of whose address at the 
recent New Jersey Bankers Asso- 
ciation Mid-Year Trust and Bank- 
ing Conference forms the accom 
panying article. . 





“Don’t cars cost more because of the 
advertising, Mr. Keller?” 

“No, Mrs. Sisman. The truth is cars cost 
less when well advertised. How could we 
have ever produced large quantities of cars 
unless large numbers of people were sold 
on buying them? The lowest-priced cars 
of today are vastly better than the most 
expensive ones of a few years ago. That 
is due to the many economies resulting from 
quantity production. 

“Advertising has not only helped to give 
us better cars—it has also helped to greatly 
lower the cost.” 


This method of the national adver- 
tisers in knowing the facts first is what 
I would call a sound, scientific approach 
to public relations. 

Newspaper editors, as a class, are 
closer to public opinion than any group 
I know. Some time ago I had occasion 
to send a brief questionnaire to every 
editor in the State of New Jersey. Let 
me tell you about the replies I received. 

I asked this question, “Traditionally, 
the banker of the past has been pictured 
as a hard-boiled, cold-blooded banker, 
devoid of human sympathy and under- 
standing. Are ‘the bankers of your ac- 
quaintance of this type?” Now what 
do you suppose the answer was? 

The summary of answers to this ques- 
tion was really significant. Five out 
of six editors said, “No,” the bankers 
of their acquaintance were not of this 
traditional type. One editor even said, 
“The bankers have been too easy.” An- 
other said, “But here they have that 
reputation of being cold-blooded— 


‘‘Briefly, here are a few of the 
criticisms the editors reported 
to me: 

‘‘Banks are not willing to 


finance 
nature. 

**Banks are over-cautious on 
loans though deposits are rising 
annually. 

‘*Banks act as though they 
are doing favors when they 
make sound loans. 

‘‘Bankers aren’t able to say 
‘No’ with a smile. .. .’’ 


enterprises of local 


regardless of facts.” Another wrote, 
“The bankers I know are very human 
individuals.” And still another declared 
in answer to my question, “Absolutely 
not! I find them very sympathetic, un- 
derstanding, helpful but firm.” 

The second question I asked the edi- 
tors of New Jersey was this: “Is the 
banking criticism you hear, specifically 
about your local banks, or about banks 
generally?” Seventy per cént, or seven 
out of every ten of the editors stated 
that the criticism they hear is about 
banks generally and only 30 per cent 
reported that the criticism was about 
their own local banks. 

Some of the replies were amusing, a 
few were violent. One editor wrote, 
“Banks have too damned much govern- 
ment stuff—and are getting more all the 
time.” Another wrote, “The bankers 
wouldn’t lend you a nickel if you had 
all the gold in the world.” And a third 
one wrote, “Most customers are afraid 
of their banks. But they do not realize 
that the average banker is as scared as 
they are.” 

Most of the answers, however, were 
serious and accurate in reflecting public 
opinion. Briefly, here are a few of the 
criticisms the editors reported to me: 


Banks are not willing to finance enter- 
prises of local nature. 

Banks are over-cautious on loans though 
deposits are rising annually. 

Banks act as though they are doing favors 
when they make sound loans. Bankers 
aren't able to say, “No,” with a smile. 

There is too much spread between the 
interest rate on savings and the rate 
charged when money is loaned. 

Many people are opposed to a service 
charge on checks and believe it is excessive. 

Moral risks are no longer considered, 
banks have become only depositaries. 


Perhaps you already know these criti- 
cisms. Perhaps they aren’t justified 
about your bank. But the fact remains 
that they exist in the minds of some 
members of the public. And that fact 
alone justifies you in giving them seri- 
ous consideration in your public rela- 
tions and advertising work.—From an 
address at the New Jersey Bankers Asso- 
ciation Mid-Year Trust and Banking 
Conference. 
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The RFC and Business Loans 


By Emit ScuHraMm 
Chairman, Reconstruction Finance Corporation, Washington, D. C. 


NE of the most interesting tasks the 
RFC has ever been asked to per- 
form and one that is now receiving 

its most careful attention is the program 
of loans to business enterprises. There 
is today a distinct probability of new 
and greater markets. Such prospect has 
given business courage and initiative to 
increase production. This ccuntry’s 
trade will find new outlets in countries 
geographically close to it and kindred 
in political philosophy. 

There is still, however, a definite need 
for financial assistance in business pur- 
suits of every character. In normal 
times the larger and more successful 
corporations have found little difficulty 
in obtaining necessary financing, but 
there frequently has been some doubt 
as to the adequacy of proper credit 
facilities for the small units of busi- 
ness. In view of the present promise 
of increased business activity it is tre- 
mendously important that ample credit 
be kept available. 

The noticeable decline in the volume 
of stock and bond issues since 1930 as 
contrasted with the pre-depression vol- 
ume indicates to some extent the degree 
to which loans in the field of business 
enterprise have diminished. A pertinent 
reason for this diminution is the ex- 
orbitant price which small business is 
¢alled upon to pay for borrowing in the 
open market. Issues of the various 
corporate securities registered with the 
Securities and Exchange Commission 
during the years 1936 and 1937 reveal 
that small business was compelled to 
pay $19.50 for each $100 of securities 
marketed where the issue aggregated 
$250,000 or less, while big business 
paid only $9.25 for each $100 of securi- 
ties marketed where the issue exceeded 


$1,000,000. This disparity is striking. 
The smaller the requirements of the 
business the greater the sacrifice neces- 
sary to obtain required funds through 
the medium of the securities markets. 
The difference in cost, however, is no 
more important than the common lack 
of faith in the future of small business. 
That is one of the primary reasons for 
granting the RFC the power to make 
direct loans to industrial or commercial 
businesses. 

Pursuant to this general authority and 
the amendments thereto the RFC has 
authorized loans aggregating $500,000,- 
000 to 8,700 separate businesses. It is 
highly significant that almost 40 per 
cent of these borrowers received loans 
of $5,000 or less. More than half re- 
ceived loans in amounts of $10,000 or 
less. 

Further evidence that the little fellow 
is taking advantage of this opportunity 
for credit is the fact that approximately 
60 per cent. of the applications received 
are from enterprises which have less 
than 25 persons on their payrolls. RFC 
also recognizes the problems of the 
large operator, but knows that he has 
competent consultants on his payroll to 
help him cope with them—with us it is 


The accompanying article, 
stressing the need for and the 
work of the RFC in the field of 
providing credit to small busi- 
ness, is a portion of Mr. 
Schram’s recent radio address 
arranged by The Washington 
Star and broadcast over a 
nation-wide network of The Na- 
tional Broadcasting Company. 
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‘‘While there has been in- 
creased activity in participation 
loans during the last year, the 
response is still far below that 
which existing conditions would 
From the 


appear to warrant. 
standpoint of investment, local 
banks not already familiar with 
the RFC’s participation pro- 
gram might find it good business 
to investigate its possibilities.’’ 


the little fellow who gets the most 
sympathetic consideration. These loans 
are manifold—and each represents the 
difference between success and failure 
to the owner of a modest business. 


Job Not Finished 


The job of providing funds for small 
business is by no means finished. The 
RFC is prepared to meet whatever legiti- 
mate demand there may be for financing 
in this period of accelerated recovery. 
The RFC is not in the business, how- 
ever, simply of lending money. It 
recognizes that to justify its existence it 
must perform—in the exercise of its 
authorized functions—a useful public 
service. 

Frequently, when local banks have 
been unable to initiate a loan, the RFC 
has, by reason of its vast experience, 
been able to suggest improved methods 
and practices which, when placed in 
operation, made the loan attractive to 
local financing institutions. The stimu- 
lation of private lending is to RFC as 
important as is its own lending pro- 
gram. The yardstick for measuring the 
success of this function is not the num- 
ber of loans on the books. It is not 
the aggregate amount so invested. It 
is the great volume of loans—the num- 
ber of which can only be guessed—made 
by private lenders because of the count- 
less hours of preliminary work by our 
staff. 

A requirement of our law is that loans 
be made only for the purpose of encour- 
aging the employment of labor or main- 








taining and promoting the economic 
stability of the country. These factors 
are kept constantly in mind and in- 
formation is required from prospective 
borrowers as to the number of people 
who will receive employment if the loan 
is approved. 

The RFC is anxious to extend credit 
where such action will prove helpful 
rather than harmful. This may appear 
to be an anomalous statement, but all 
credit is not per se helpful. Its indis- 
criminate extension serves no useful 
purpose. Experience has taught its 
lesson well in this respect. An appli- 
cant is not helped if he is permitted to 
assume an indebtedness which he can- 
not hope to pay. 

The best criterion of a desirable loan 
is the likelihood of the continued suc- 
cess of the borrower. The RFC is un- 
willing to encourage indebtedness which 
can only be repaid through an eventual 
liquidation proceeding such as_ bank- 
ruptcy. To this end the terms and con- 
ditions covering a particular loan are 
carefully drawn to meet the needs of the 
special situation involved. Banks prefer 
to give 60 or 90 days’ credit, but a busi- 
ness requiring an extended program for 
rehabilitation is not aided in the least 
by a loan for so short a term. 


No Unsecured Loans 


There has never been authority for 
RFC to make unsecured loans to busi- 
ness. The law requires that such loans 
must be so secured as reasonably to 
assure their repayment. However, it 
should be noted that there is no power 
to make a grant—only a loan. The 
very term “loan” connotes repayment. 

Since the latest amendment of its au- 
thority, the RFC has found it possible 
to approve about two out of every three 
formal applications filed for business 
loans. Unfavorable consideration is in- 
fluenced by such factors as inefficient 
management, insufficient past earnings 
with no prospect of profits in the future, 
the promotional or speculative nature 
of the enterprise, top-heavy debt struc- 
ture and insolvency. In equity and good 
conscience, the Government should not 
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be asked to subsidize a submarginal en- 
terprise and thus enable it to compete 
upon an unfair basis with a successful 
business. 

There is a tendency on the part of 

some applicants to seek aid for the sole 
purpose of satisfying outstanding in- 
debtedness, including bailing out of 
banks. Such loans are outside the cate- 
gory of those contemplated by the stat- 
ute authorizing business loans. Also, 
there can be little doubt as to the un- 
desirability of permitting the transfer of 
private debts to the Government, thereby 
causing a breakdown of existing credit 
elations between business and private 
financial institutions. However, a loan 
involving the refunding of outstanding 
indebtedness may be approved where 
the refunding is not the sole objective 
but is incidental to the need for in- 
creased working capital or -plant expan: 
sion. 

During the last year a great deal has 
been said about the desirability of Gov- 
ernment insurance for bank loans to 
business enterprises. The RFC has had 
in operation for a long time an insur- 
ance plan for business loans made by 
banks. These are termed “participation 
loans.” 


Banks Are Sharing 


Of the 8,700 business loans authorized 
by the corporation, it is interesting to 
observe that banks have agreed to share 
in nearly one-third of them—making 
possible the injection into business of 
$162,000,000 from private sources. Of 
this amount more than one-half repre- 
sents loans made after “take-out” agree- 
ments were obtained from RFC. These 
constitute the insurance to which refer- 
ence has just been made. 

As you will have gathered from what 
has already been said, the corporation 
participates in two types of bank loans 
designed to encourage banks to inject 
private funds into small business enter- 
prises. The first type is referred to as 
an “immediate participation.” Here 
either the bank or the corporation makes 
the loan and the other purchases a spe- 
cified percentage thereof. The bank and 
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the RFC share ratably in the security 
and in repayments. 

The second type is the “deferred par- 
ticipation” commonly known as a 
“take-out” agreement. It contemplates 
the disbursement of the loan by the local 
bank and the execution by RFC of a 
guaranty covering a certain percentage 
of the loan. The charge to the bank 
for this guaranty or insurance ranges 
from one-half to 1 per cent depending 
upon the percentage of risk the bank is 
willing to assume. This results in a 
normal net yield of not less than 3 per 
cent per annum which all will agree is 
a very satisfactory return upon a Gov- 
ernment-guaranteed obligation. This 
deferred participation, or insurance 
plan, assures the bank of a liquid in- 
vestment. 


Should Attract Banks 


Such a program should be particu- 
larly attractive to local banks seeking 
a sound investment outlet for excess 
cash reserves. While there has been in- 
creased activity in participation loans 
during the last year, the response is still 
far below that which existing conditions 
would appear to warrant. From the 
standpoint of investment, local banks 
not already familiar with the RFC’s 
participation program might find it good 
business to investigate its possibilities. 

Of course, some loans which appear 
sound from a long-term point of view 
are undesirable to a bank which must 
carefully consider the liquidity of its 
investments. However, it is not easy to 
understand why a properly amortized 


‘‘There is no desire on the 
part of Government to impose 
its services upon the public. Yet, 
when in spite of every effort to 


encourage private lenders to 
meet the demands of sound busi- 
ness these lenders are unable or 
unwilling to do the job, there is 
no alternative.’’ 





long-term loan should not be acceptable 
to banks. In any event a deferred par- 
ticipation arrangement offers a Govern- 
ment obligation capable of immediate 
liquidation, and from a banker’s stand- 
point, this should be perhaps the most 
attractive feature of the RFC’s participa- 
tion or insurance program. 

Many banks have chosen to allow 
RFC to serve as an experimental labora- 
tory in which the lending operation is 
performed and after its success has been 
demonstrated they have then volunteered 
to purchase all or a part of the loan. 
Under ordinary circumstances if the 
borrower consents there is no objection 
to the sale of such a loan, or a part of 
it, to a local bank since the procedure 
merely represents an indirect method of 
inducting a private bank into the pic- 
ture. However, the willingness of a 
bank to participate at the outset is an 
important element in the consideration 
of a loan. 


Banks Help 


In order to make our facilities avail- 
able in every nook and corner of the 
country, all banks have been asked to 


forward to the nearest RFC office any 
loan applications which they themselves 


are unwilling to approve. In addition 
arrangements recently have been made 
with the Federal Housing Administra- 
tion and the Home Loan Bank Board 
for their local offices either to receive 
RFC applications or to refer the appli- 
cants to the anpropriate RFC office. 
The RFC always tries to find a way 
to make—not to decline—a loan. The 
necessity for its understanding of all 
types of applications is illustrated by 
the fact that loans have been approved 
for almost every type of business in- 
cluding sponge gathering in Florida, 
salmon fishing in Alaska, coal mining 
in Pennsylvania, cattle raising in Ver- 
mont and fruit processing in California. 


RFC’s Balance Sheet 


There has been some conjecture con- 
cerning the losses RFC may suffer. It 
is a pleasure to report that the corpora- 


tion already has collected more than 
three-fourths of its disbursed loans. It 
has paid its own way without appro- 
priation, including its operating ex- 
penses and interest on the money it has 
borrowed. In addition a reserve fund 
has been created which it is believed 
by the directors will be sufficient to ab- 
sorb all probable losses. Although 
RFC has not been unmindful of the eco- 
nomic purposes for which it was estab- 
lished, it has striven constantly to pre- 
vent the dissipation of the public money 
intrusted to it. 


A Novel Venture 


It must be emphasized that in making 
business loans the RFC embarked upon 
a novel venture. Long-term loans for 
business enterprises were, in private 
financing, the exception rather than the 
tule. Yet there is a real demand and 
necessity for this type of loan. More 
than 400,000 small businesses form the 
mainstay of thousands of average 
American communities. Many of these 
are the nucleus of an entire village and 
when their operations cease the effect 
upon the prosperity of the whole com- 
munity is disastrous. Investigation re- 
veals that the foremost enemy to the 
success of a business is an inadequate 
flow of credit. 

The two elements—credit and work- 
ing capital—are essential to provide 


‘means for purchasing needed equip- 


ment, assuring plant modernization and 
permitting business expansion and pro- 
motion. 

Thus, to aid small business to exist 
and thrive, RFC stands by as an emer- 
gency financing agency to stimulate and 
encourage private lending and, when 
that lending will not meet legitimate 
credit demands, RFC will make avail- 
able to borrowers the necessary funds. 
There is no desire on the part of Gov- 
ernment to impose its services upon the 
public. Yet, when in spite of every 
effort to encourage private lenders to 
meet the demands of sound business 
these lenders are unable or unwilling 
to do the job, there is no alternative. 
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... written by a banker 


for bankers... 
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Split Rate vs. Flat Rate 
On Savings 


By Irvin Bussine 
Director of Research, Savings Banks Trust Company, New York 


NE of the purposes of the state- 

wide analysis of deposit liability 

undertaken in New York in 1939 
was to provide a basis for estimating 
the cost of a differential or split rate 
of dividend on savings accounts. It 
was thought desirable to have this in- 
formation available for possible con- 
sideration at some future time by the 
Savings Banks Association or any other 
group interested in the question. 

Differential rates may be applied in 
accordance with any number of criteria. 
In this analysis we chose to allow the 
larger of a two-part rate on that portion 
of a depositor’s current balance which 
had remained with the bank during the 
preceding five years, and a lower rate 
of interest on the amount in the ac- 
count at present in excess of the five- 
year minimum balance. 

For example, if an account has a 
balance of $800 today, and at no time 
during the preceding five years did the 
balance fall below $300, a higher rate 


The accompanying article is 
part of a report made by Dr. 
Bussing to the public relations 
committee, Savings Banks Asso- 
ciation of the State of New 
York, in answer to a question as 
to the probable cost of a split 
rate of interest, or dividend, on 
savings accounts. It is reprinted 
from the Association News 
Bulletin. 


of dividend would be paid on the $300 
than would be paid on the difference 
($500). If a split rate of 214 per cent 
and 1 per cent was in use in this case, 
$7.50 would be paid on $300 (214 per 
cent per annum) and $5 on $500 (1 per 
cent); thus making a total of $12.50, 
to be compared with $16 which would 
be paid if a flat 2 per cent was the 
rate in vogue. 

For the purpose of determining costs 
we experimented with 2 per cent on the 
five-year minimum and 1 per cent on 
the excess in one test; 214 per cent and 
1 per cent respectively in another test; 
and 3 per cent and 1 per cent respec- 
tively in a third. It is not essential to 
the payment of a differential dividend 
that rates be quoted to depositors; it 
might be simpler and more effective to 
pay, say, $2.50 per $100 of deposit 
left undisturbed for a period. How- 
ever, the purpose of the analysis was 
to determine the probable cost of such 
a dividend policy, leaving the question 
of operating detail to be considered 
after the principle was endorsed and 
the cost determined. Suffice it to say 
that if the split rate applied only to 
accounts over $100, a record of five- 
year minimum balances would have to 
be maintained for not more than 25 
per cent to 40 per cent of accounts in 
the average institution. 

The accompanying table (Figure I) 
summarizes the results of the study. 
The figures in columns 2, 4 and 6 indi- 
cate the proportion of the total present 
dividend cost that would be saved by 
the payment of differential rates, in- 
stead of the flat 2 per cent paid at 
present. 
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FIGURE I 


Estimated Savings of Split Rate of Dividend 
As Compared with Flat 2 Per Cent Rate 


(Branch Offices Shown Separately ) 


(2) 
2 Per cent 
on 5 Year 
Minimum 
Balances. 
1 Per cent on 
Excess. 
(Per cent) 


16.4 
16.8 
19.0 
19.9 
20.0 


(3) 


Code 
Number 
of Bank 
312 
347 
376 
310 
305 
get 
320 


Code 
Number 
of Bank 

312 

347 

376 

310 

305 

320 

327 

315 

338 

309 

334 

330 

304 

311 

323 

314 

328 

321 

322 

313 


313 42.6 


1 Per cent on 


(Per cent) 


(4) 
3 Per cent 
on 5 Year 
Minimum 
Balances. 


(5) (6) 


21% Per cent 
on 5 Year 
Minimum 
Balances. 

1 Per cent on 

Excess. 
(Per cent) 


(17.4) 
(15.5) 
(11.1) 
(10.3) 
( 9.9) 
( 9.5) 
( 9.5) 
( 7.8) 
( 7.5) 
( 7.2) 
( 4.7) 
( 4.7) 


Code 
Number 
of Bank 

312 

347 

376 

310 

305 


Excess. 


38.9 


() Indicates that the split rate cost would exceed the cost of a flat rate of 2 per 


cent by the percentage shown. 


A somewhat simpler method of han- 
dling the matter would be to allow 1 
per cent per annum on the entire bal- 
ance, and in the fourth quarter a bonus 
dividend of 1 per cent (or whatever the 
trustees see fit to declare) on five-year 
minimum balances. The amount saved 
as compared with a flat rate of 2 per 
cent on all balances would be identical 
with the savings shown in column (2) 
of Figure 1. 


Split Rate Cost Factors 


Among the various factors which in- 
fluence the cost of a split rate of this 
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character, one is the proportion of 
“new” to “old” money in a bank, and 
the other is the degree of activity of the 
bank’s depositors. 

If a relatively small amount of the 
bank’s deposit liability has been in the 
bank five years, the cost of a split rate 
will be lower than if a relatively larger 
proportion of the bank’s funds fall in 
this category. 

Likewise, if depositors are active, the 
cost of a split rate will be lower than 
if they are relatively inactive. 

If an institution is losing deposits 
steadily, a split rate may cost more 
than a flat rate (though the rate can be 
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‘‘A two-part rate in which the 
higher differential is paid on 
amounts left undisturbed for a 
period of years precludes the 
likelihood that funds will flow 
from a lower rate to a higher 
rate bank because the funds so 
transferred would have to re- 
main on deposit in the new bank 
five years before they would be 
entitled to the higher differen- 
tial, and in the meantime they 
would receive a lower rate.’’ 


established with this in mind and the 
tendency counteracted), while if depos- 
its are increasing, a split rate is likely 
to cost less than a flat rate. The ac- 
companying figures, therefore, should 
be considered in connection with the 
characteristics of the banks to which 
the figures apply. 

Another way of looking at the mat- 
ter is this: If an overall 114 per cent 
rate established the total amount of 
dividend a bank may consider it pru- 
dent to pay, how much could the in- 
stitution* pay on minimum five-year bal- 
ances (allowing 1 per cent on the cur- 
rent excess of a balance) and still not 
exceed the cost of a flat rate of 114 per 
cent? The answer by bank offices 
(main and branch offices listed sepa- 
rately) is as follows: 


Code Number Rate 
of Bank (Per cent) 
312 1.74 
347 1.75 
376 1.80 
305 1.83 
310 1.83 
320 1.84 
327 1.84 
338 1.87 
309 1.87 
315 1.87 
334 1.91 
335 1.91 
304 1.92 
311 2.21 
323 2.30 
314 2.37 
328 253 
321 2.53 
322 3.02 
313 D.CR 


Throughout, a rate of 1 per cent only 
was allowed on balances of less than 


$100. 


Still another approach might be 
taken: If an overall 114 per cent rate 
establishes the total amount of dividend 
a bank may consider it prudent to pay, 
how much would be left for current 
balances in excess of the five-year min- 
imum if 2 per cent were paid on the 
five-year minimum balances? The an- 
swer, by bank offices, is as follows: 


Code Number 
of Bank 


312 
347 
310 
305 
320 
327 
376 
315 
338 
309 
334 
335 
304 
311 
323 
314 
328 
321 
322 
313 


Rate 
(Per cent) 


1.41 
Cutting the Coat to Fit the Cloth 


It is not essential that split interest 
rates be uniform among all banks or in 
the main office and a branch. One of 
the principal reasons for a uniform 
dividend rate when a flat rate is paid is 
to prevent internecine competition for 
depositors’ funds that results from the 
existence of more than one interest rate 
of that type. This is a valid reason 
and one which inures to the benefit of 
depositors in the long run. 

But a two-part rate in which the 
higher differential is paid on amounts 
left undisturbed for a period of years 
precludes the likelihood that funds will 
flow from a lower rate to a higher rate 
bank because the funds so transferred 
would have to remain on deposit in 
the new bank five years before they 
would be entitled to the higher dif- 


ferential, and in the meantime they 
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would receive a lower rate (1 per cent 
in the illustration used here). In other 
words, if a depositor drew his money 
out of a bank paying 2 per cent on 
money left undisturbed five years, and 
deposited it in a bank paying 3 per 
cent on such funds (both banks paying 
1 per cent on “new” money), he would 
not begin to profit from the shift for 
ten years. If he switched from a 2 per 
cent to a 214 per cent bank, he would 
have to wait fifteen years before he 
would begin to profit from the switch. 


Objective Accounts 


A split rate as here conceived, on 
the other hand, does not offer an attrac- 
tive inducement to new depositors—the 
individuals whom savings banks seek to 
serve by offering them fertile soil in 
which the habit of thrift may take root. 
This observation, however, merely 
points to the desirability of swpplement- 
ing the split rate plan, not abandoning 
it. A split rate based on a period of 
inactivity of all or part of a balance 
rewards steadfast depositors. New de- 
positors, those building accounts by 
means of systematic saving and those 
who require inducements to save, may 
best be served by the inauguration of 
an objective or accumulation account. 

Under such an arrangement an indi- 
vidual would deposit at more or less 
regular intervals a specified sum of 
money to achieve a goal or objective of, 
say, $1,000. On such accounts the 
bank would pay 1 per cent. At the 
same time, an additional dividend 
would be reserved, to be paid or cred- 
ited to the account, if, as and when the 
objective of $1,000 had been achieved. 
The amount of the reserved dividend 
would depend upon the _institution’s 
earnings and action by its board of trus- 
tees. An attractive return might thus 
be offered such depositors in the form 
of a reward for systematic thrift. 

The split rate which would provide 
equitable treatment to the older inac- 
tive accounts and the objective account, 
which would offer rewards for the con- 
sistent saver, would constitute a_bal- 
anced program. 


AUDIT CONTROL 


By 
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Auditor 
Tue First Natronat Bank oF Boston 
Boston, Mass. 
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ten BOOK is a study of account- 
ing and audit control as applied 
to banking. It starts with a typical 
statement of a large bank. This is 
broken down into a more detailed 
list of accounts and each account 
is then traced back to the trans- 
actions which gave rise to it. In 
so doing the accounting procedure 
involved is studied and also the 
audit control factors which may 
be applicable in each case. 

The book is profusely illustrated 
with various forms used for audit 
control. It should be of value 
not only to the student of bank 
accounting but to comptrollers, 
auditors and bank executives in 
general as well as to public account- 
ants and bank examiners. 


Price $4 delivered 


BANKERS PUBLISHING CO. ' 
465 Main Street, Cambridge, Mass. j 


Please send me on approval a copy of 
“Bank Accounting and Audit Control” by | 
James E. Potts. At the end of 5 days I ] 
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Banking Trends in a Changing 
World 


By Freperic Epwarp LEE 


Professor of Economics, University of Illinois, Urbana, Ill. 


T is something of a commonplace to 
say that we stand today at the cross- 
ing of the ways in banking and 

finance. On the one hand it is urged 
that we return commercial banking to 
bankers and get the Government out of 
the banking business so that the banks 
of the country, in the light of experience 
and a sound banking tradition which 
they may build up, may work out their 
own destiny and adjust themselves to 
changing needs and conditions. The 
other way leads to increased govern- 
mental control, if not even complete 
“nationalization” or “socialization” of 
our whole banking structure. 


I am not raising this issue as an 


alarmist nor as the exponent of a parti- 


san or personal point of view. Facing 
the cold facts of recent years, what are 
the prevailing trends in banking today? 
Certainly in banking as in other things 
“no nation liveth unto itself,” and we 
cannot divorce our banking and mone- 
tary problem from that of our neighbors 
in international relationships. Can con- 
ditions in other countries, not so far 
away, throw any light upon possible 
trends in this country? Personally I 
believe they can, and in a few minutes 
I want to sketch some oi those changes 
and conditions, and their possible bear- 
ing upon our own banking structure 
and outlook. 

Though privately owned, the Bank of 
France has always had a measure of 
government control through the ap- 
pointment of the Governor and two dep- 
uty governors by the President of the 
French Republic. But in 1936 a Social- 
ist government under Premier Blum 
took away the control of the Bank of 
France from its two hundred largest 


stockholders—the so-called “200 fami- 
lies’—who up to then had elected its 
fifteen regents. Thereafter the govern- 
ing body of the bank consisted of the 
Governor and two deputy governors, 
appointed by the President, three cen- 
sors, and twenty other board members, 
all but two of whom represent govern- 
ment departments or ministries, or are 
appointed by the Minister of Finance 
from the labor unions, chambers of 
commerce, etc. Thus, only two of the 
board are elected by the shareholders 
who are still, nominally, the owners. 
Thus, another landmark in the history 
of private banking has disappeared, and 
a wholly “nationalized” Bank of 
France has taken its place. 

What about England? There the 
“Old Lady of Threadneedle Street’”’ has 
so far retained its private ownership 
and private control. But less than five 
months ago, Professor Harold Laski, 
noted writer and publicist, was asked 
the question: “If a new war in Europe 
should return the Labor Party in Eng- 
land, and that party would be domi- 
nated by the Independent Labor Group 
—i.e., the left-wing elements—what 
would be its first step in carrying out 
its program?” Without a moment’s 
hesitation his reply was: “The national- 
ization of the Bank of England and the 
joint stock banks.” 

It is not at all beyond the realm of 
possibility that out of this present war 
and its aftermath, such a Socialist-Labor 
Party may return to power in England, 
and if it does it means the end of de- 
mocracy in banking in that ¢ountry. If 
that took place, one wonders, in the 
light of the experience of the United 
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States and France in holding on to the 
gold standard for some time after Eng- 
land gave it up, just how long we could 
withstand a similar movement within 
this country. 

In our own country as late as May 
14, 1934, the late Senator Bronson Cut- 
ting of New Mexico, shortly before his 
death, said he intended to introduce a 
bill soon to “nationalize the country’s 
banks and credit system,” contending 
that commercial banking and the issu- 
ing of credit must be exclusively a Gov- 
ernment function. About that time 
Professor Raymond Moley, still in the 
good graces of the Administration, 
wrote an article on the question: “Must 
ihe Government Take Over the Banks?” 


Then came the Patman Bill for the 
Government ownership of the twelve 
Federal Reserve banks, on which hear- 
ings began on March 2, 1938. A little 
volume of 508 pages covers only the 
hearings on that bill between March 2 
and April 7, 1938. Even more recently 
have come the proposals of A. A. Berle, 
Jr., one of Moley’s successors in the De- 
partment of State, that the Government 
should establish banks to supply credit 
for the little businessman. 

Surely with all of this smoke there 
must be some fire in the trend toward 
the “nationalization” of banking in this 
country. Whether it comes or not, in 
my estimation, depends almost entirely 
upon whether, through public meetings 
and other devices, the apathy of the 
public to what is happening to banking 
is overcome. Public opinion on bank- 
ing is not articulate, but perhaps a step 
has been taken in the direction of mak- 
ing public opinion on such issues more 
clearly defined. Recently a “Statistical 
Survey of Public Opinion” was made 
by the National Industrial Conference 
Board, under the direction of Dr. Virgil 
Jordan. Twelve thousand editors of 
newspapers and farm journals through- 
out the country were asked a series of 
questions regarding the public attitude 
toward current economic and _ social 
problems in their communities. Five 
thousand and fifty replies were received. 
One of the questions asked was: “Does 
public opinion in your community favor 


Government taking over the banking 
system?” 

In the 5,050 returns, 4,756 replies 
made to this question; 1,691, or 36 per 
cent, were favorable; 2,839 were op- 
posed; and 226 doubtful. Thus only 
about 59.7 per cent—or in round num- 
bers 60 per cent-——of the communities 
were opposed to such action, whereas 
5 per cent were listed as doubtful. 

Put on a circulation basis, the 4,756 
replies represented papers with a cir- 
culation of 8,842,000 were favorable to 
the Government control of banks; those 
with a circulation of 12,153,000 were 
opposea; while those with a circulation 
of 1,750,000 were in the doubtful class. 
These figures give roughly, 39 per cent 
in favor of Government control; only 
53 per cent opposed; and about 8 per 
cent doubtful. 

Thus, if the trends which have be- 
come so pronounced in other countries 
are not to appear here, then something 
constructive must be done to make these 
39 per cent of our population which 
favor the Government taking over all 
banking functions, and the 8 per cent 
which do not know where they stand, 
realize the real significance of the theme 
—“Know Your Bank and Its Services in 


a World of Change.” 


‘‘If the trends which have be- 
come so pronounced in other 
countries are not to appear here, 
then something constructive 
must be done to make these 39 
per cent of our population which 
favor the Government taking 
over all banking functions, and 
the 8 per cent which do not 
know where they stand, realize 
the real significance of the theme 
‘Know your bank and its serv- 
ices in a world of change,’ ”’ 
warns Dr. Lee in the accom- 
panying portion of his recent 
address at the recent Fourth 
Conference on Banking, held 
under the joint auspices of the 
University of Illinois and the 
Illinois Bankers Association. 
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Analyzing 


Industrial Term Loans 


By Daniet H. Biizzarp 
Assistant Cashier, The Philadelphia National Bank, Philadelphia, Pa. 


HANGES in our industrial pro- 

cedure have naturally brought 

about many new developments in 
the entire field of finance. The com- 
mercial banking system, notwithstand- 
ing the statements of some of its critics, 
has made tremendous progress in adapt- 
ing itself to these new and changing 
conditions. One of the problems facing 
it today is that of granting intermediate 
credit facilities to the various sizes and 
kinds of industrial units in our com- 
plicated business structure. Many in- 
dustrial enterprises find it prohibitively 
expensive to obtain funds in the capi- 
tal markets at present, and this condi- 
tion will continue until the regulations 
governing the issuance and distribution 
of corporate securities have been lib- 
eralized. These moderate sized concerns, 
together with many of our smaller and 
newer units, can economically use and 
should be able to obtain intermediate 
term financing. Fundamentally, there 
is nothing new in the making of term 
loans, but today we are recognizing 
them as such and handling them ac- 
cordingly. The bankers of today, in 
their efforts to control their own losses, 
wish to reduce the number of business 
casualties and finance only those cus- 
tomers who are economically sound. 


The accompanying article, 
summarizing a method for the 
analysis of amortized term loans 
to industry, is a portion of the 
address given by Mr. Blizzard 
at the recent ABA Regional 
Bank Conference, Richmond, 
Virginia. 


This necessitates longer range planning 
than heretofore and we should carefully 
explore all applications for intermediate 
credits with this viewpoint in our minds. 

Let us assume that in our individual 
banks a policy has been determined 
that term loans are a sound and proper 
medium for investment of bank funds 
and that these loans will fit into the 
bank’s investment policy as it is related 
to the character of deposits, the bank’s 
capital and earning capacity. 

My purpose is to suggest for consid- 
eration a method for analyzing indus- 
trial term loans, and I hope to accom- 
plish this by outlining the differences 
between the analysis of short seasonal 
loans and the analysis of amortized 
term loans. 


Seasonal Loans 


Short term or seasonal loans are for 
the purpose of meeting the requirements 
arising in the season of high activity, 
which credits are normally liquidated 
in the period of low activity. These 
loans carry maturities of from three to 
six months and the borrowers employ 
the proceeds of them in either increas- 
ing inventories or carrying accounts re- 
ceivable. Therefore, the loaning banks 
grant credit because they believe that 
the borrowers will be able to convert 
inventory eee agp receivable into 
cash, or, in other words, that the busi- 
nesses will be able to liquidate current 
assets in keeping with seasonal fluctua- 
tions of volume. 

Therefore, the banker before granting 
the loan must feel reasonably satisfied 
that the realizable value of the’ current 
assets in a going concern sense will 
liquidate the loan at maturity. The de- 


THE -BANKERS MAGAZINE for January, 1940 





gree of liquidity of the current assets 
in relation to debt is the major objec- 
tive to be revealed by the type of credit 
analysis employed. 

Thus we look to the turn-over of in- 
ventory as related to sales and the cost 
of sales, the character of the accounts 
receivable and their collection period in 
relation to selling terms, net worth to 
debt, and the ratio of cash and accounts 
receivable to total debt. Unless losses 
have been sizable in relation to work- 
ing capital, the earning record is of 
secondary importance. Consideration 
as to the relative efficiency of the bor- 
rower’s plant facilities is given minor 
weight. 

The question as to whether or not 
the seasonal loan shall be granted is 
largely dependent upon whether the 
analysis discloses that the amount of 
the sound current assets is sufficiently 
in excess of indebtedness to reflect a 
satisfactory margin of protection for the 
aggregate amount of creditors’ claims. 

Having in mind all of the essential 
characteristics of the analysis of a 
short-term loan wherein the emphasis 
is on liquidity or balance sheet strength, 
it is not ordinarily required that much 
weight be given in short maturities to 
the long term changes in business con- 
ditions, the future for the industry or 
the standing of the company within its 
trade group, product acceptance, man- 
agement efficiency, etc. 

Directly the reverse is true when sur- 
veying a long term loan, inasmuch as it 
will not be paid in a short space of 
time or out of normal seasonal liquida- 
tion of assets, but must be repaid out 
of additions to net working capital. 
These additions can only be realized 
through profitable operations. There- 
fore, the greatest weight is not laid on 
analysis of balance sheet strength but 
upon earning potentialities over the 
period of the life of the loan. 

Let us now compare the 
loan with the long term loan. 


seasonal 


Long Term Loans 


_ The first difference is that of matur- 
ity, the term loan being amortized 
through serial payments over a period 


of from one year to five years. The 
second difference is that of purpose; 
the proceeds of term loans are usually 
invested in plant facilities, new equip- 
ment, for revamping the capital struc- 
ture, the refinancing of funded or 
mortgage debt, retirement of preferred 
stock, the paying out of minority capi- 
tal interests, etc. There is one excep- 
tion, and that is when the proceeds of 
a term loan are to be used to amplify 
working capital necessitated by either 
increased sales or costs or inadequate 
initial working funds. 

Any technique for the analysis of 
long term loans must include as a major 
consideration the general economic con- 
ditions and cyclical movements for their 
indirect effect upon the borrower’s in- 
dustry. 

The credit grantor must consider 
where in a cycle, if such we may call 
it, business is at the moment. We are 
not only interested in general conditions 
of today but also their influence in 
shaping the future, the period in which 
the loans will run. Cyclical advances 
or recessions are beyond the control of 
any management, but we should care- 
fully weigh all economic factors before 
granting the loan. 

A careful study of the specific indus- 
try in which the borrower is engaged 
should give us a fairly satisfactory cross 
section of its probable movements dur- 
ing the near future years. Are the major 
products produced in the heavy or con- 
sumer goods field? Are they classed 
as necessities or luxuries and do they 


‘“‘The bankers of today, in 
their efforts to control their own 
losses, wish to reduce the num- 
ber of business casualties and 
finance only those customers who 
are economically sound. This 
necessitates longer range plan- 
ning than heretofore and we 
should carefully explore all ap- 
plications for intermediate cred- 
its with this viewpoint in our 
minds.’’ 
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have local, national or international 
distribution? Is the capacity of the in- 
dustry in excess of the present known 
consumer demands or is it largely de- 
pendent upon export for a portion of 
its volume? On the other hand is it a 
protected industry that might be ad- 
versely affected if any substantial 
changes occur in the tariffs or import 
duties? Is its product such that a tech- 
nological change would seriously cur- 
tail its consumer acceptance? Each of 
these queries, while applied to the spe- 
cific industry, should then be directed 
to the unit being reviewed. 

In recent years the importance of the 
factor of labor has been emphasized. 
What are the prospects of higher or 
lower labor wages? Is the plant union- 
ized or not, and are the existing wage 
scales in fair relation to those of the 
industry as a whole? Has the borrow- 
er’s management been intelligently pro- 
gressive in its relations with its em- 
ployes to the end that a spirit of good 
will and codperation exists between 
them? 


Earning Record Factors 


We now move to a thorough internal 
analysis of the balance sheets, profit and 
loss statements, etc. Whenever possible 


‘‘Everyone has a definition of 
sound capital structure, and my 
thought is that the aggregate 
sum of the net worth, term debt 
and current debt which satisfac- 
torily supports a minimum nor- 
mal volume on at least a break 
even basis constitutes a sound 
structure; further, that the 
structure is flexible enough to 
accord a margin of protection to 
all creditors during the period 
of peak debt and peak sales. It 
is essential that the banker 
should feel reasonably satisfied 
that the enterprise will have a 
sound capital structure to sup- 
port its operation in the com- 
petitive field before agreeing to 
grant the term loan.’’ 


it is desirable to obtain complete de- 
tailed audit reports covering a period 
of one business cycle. In the term loan 
analysis, we use all of the technique of 
a seasonal loan analysis and then 
greatly expand it to embody a close 
study of the product, its production 
costs and its distribution. 

The objective of this section of the 
analysis is to find out all those elements 
which have played a part in the bor- 
rower’s earning record. Have the earn- 
ings been influenced by the fluctuations 
in the value of the basic raw materials, 
or has the applicant been able to con- 
sistently reflect a clean manufacturing 
product? After having thoroughly ana- 
lyzed the borrower’s own facts and 
financial reports, isn’t it logical to seek 
a comparative yardstick in order to 
measure the borrower’s efficiency? It 
is natural to compare the borrower with 
its entire competitive industry, if pos- 
sible, or at least to compare its record 
with a group of other companies in the 
same line of business preferably in the 


- immediate or contiguous operating ter- 


ritory. To do this, it is essential that 
we use the so-called common size in- 
dustry statement method so as to deter- 
mine by comparison the real records of 
our unit with those in the industry. This 
comparison should give us a fair meas- 
ure of the management’s efficiency, of 
the borrower’s production facilities and 
sales distribution, all related to the in- 
dustry in which it is a competitive part. 
How do the individual balance sheet 
items, the volume, the costs of produc- 
tion and the earning trends compare: 
if the record of the applicant isn’t at 
least as good as those in its industrial 
field, wherein is it deficient? All of 
these and numerous other questions im- 
mediately come to mind. 

Another section of the technique 
should be that of setting up a pro forma 
balance sheet, giving effect to the term 
loan. It is highly desirable to compare 
this pro forma financial report with the 
one presently existing, then determine 
the maximum and minimum debt 
periods and analyze the second pro 
forma balance sheet based ‘upon the 
borrower’s peak debt position so as to 
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determine the extent of the strains at 
that time of the year when the borrower 
is most vulnerable. 

The next step in our procedure is to 
review the resultant capital structure. 
Everyone has a definition of sound capi- 
tal structure and my thought is that the 
aggregate sum of the net worth, term 
debt and current debt which satisfac- 
torily supports a minimum normal vol- 
ume on at least a break even basis con- 
stitutes a sound structure; further that 
the structure is flexible enough to ac- 
cord a margin of protection to all 
creditors during the period of peak debt 
and peak sales. It is essential that the 
banker should feel reasonably satisfied 
that the enterprise will have a sound 
capital structure to support its opera- 
tion in the competitive field before 
agreeing to grant the term loan. 


Management Appraisal 


As has been indicated, earnings are 
the results of management policies and 
the successful prosecution of them. A 
very careful appraisal of the borrower’s 
management is imperative. The eff- 
ciency of management can be gauged 
by the results as reflected in the balance 
sheet and operating statements of the 
company under its stewardship. Through 
our external comparative studies of in- 
dustry, we have a tangible yardstick 
with which to measure the strength and 
weaknesses of management. 


It is absolutely essential that the 
banker visit the customer’s place of 
business and discuss with the manage- 
ment its various problems. It is also 
helpful to talk with the key subordinates 
so as to be able to make an appraisal 
as to the efficiency of the organization. 
A thorough survey should be made of 
the plant and equipment so as to arrive 
at an opinion as to its physical condi- 
tion, lay-out and efficiency. 

The repayment of an amortized loan 
depends upon future profits and these 
in turn are brought about by manage- 
ment. Therefore, if the banker is not 
convinced that the officers of the com- 
pany can manage its assets and direct 


the activities of its personnel, in such a 
manner as to produce the profits neces- 
sary for the repayment of the loan, then 
the application should be denied, even 
if the balance sheet reflects a satisfac- 
tory margin of protection at that time. 

A forecast should be made as to what 
will be the profits during the period 
covered by the loan. While this esti- 
mate should be based upon the past rec- 
ord, it is believed that the emphasis 
should be placed on the trend of the 
earnings rather than relying solely on 
past averages. Naturally, due allow- 
ances should be made for required sink- 
ing fund payments, principal payments 
on mortgages, etc., as well as necessary 
additions to fixed assets in excess of 
depreciation charges. 

It is always desirable to request of 
the management a budget of their op- 
erations so that when the company’s 
periodic reports come to hand they can 
be compared with the management’s ex- 
pectations and in the event any weaken- 
ing trend is evident, corrective measures 
can be suggested. 

As to whether the loan should be se- 
cured or unsecured, this depends en- 
tirely upon the conditions in each sepa- 
rate case. In order to avoid any mis- 
understanding between the borrower 
and the bank as to the purpose of the 
loan, the amortization program, etc., it 
is highly desirable to set forth in a 
written agreement the conditions under 
which the loan is granted. 


We have endeavored in this paper to 
present a summary of the important 
features of a technique for the analysis 
of amortized industrial loans. We have 
suggested that the important factors to 
consider are: (1) General economic 
conditions, (2) conditions within and 
prospects for the industry, (3) standing 
of the company in the industry, (4) 
analysis of balance sheets and operat- 
ing statements and comparison of these 
with the industry, (5) appraisal of the 
management, (6) forecast of profits 
during the term of the loan. This es- 
timate of earnings is based upon the 
results of the survey of the factors listed 
immediately above. 
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IN WASHINGTON 


By Our WasHINcTON CORRESPONDENT 


ANKING in 1940 has no clear, 
smooth road ahead. An interplay 
of mighty forces will buffet the 
indusiry about—the dislocation of world 
economics, the continuing problems of 
‘unemployment with their corollary of 
an unbalanced national budgei, and 
politics. These three plagues are sub- 
ject to no practical panacea, nor can 
they be individually met. Bankers can 
no longer give their whole time to loca] 
affairs but must constantly keep their 
eyes on the broader aspects of their 
business lest they be caught unguarded 
as a new outbreak of world trouble 
wrecks their carefully laid plans. 
The outlook for the new year is, ad- 
mittedly, not as hopeless in this country 
as elsewhere. There is, as yet, ino 
manifestation that the exhausting 
plagues sweeping the world, are out of 
control here. On the other hand, there 
are evidences that organized banking is 
growing more alert, that individuai 
bankers are taking a more determined 
stand in relation to the political prob- 
lems at home. Washington, ever alert 
to the political aspects of such interest, 
is moving cautiously, torn between a 
conservative trend and more radical 
moves. With another session of Con- 
gress to convene in a few days, domestic 
and international economics will be a 
part of every bill and be found in the 
background of every speech. 
Specifically, the scope of banking’s 
supervision has been broadly extended 
as the new year opens. Where once 
there were only the Comptroller of the 
Currency and the Federal Reserve 
Board to make rules and regulations 
and lay down policies, there is a grow- 
ing list of Federal departments, agen- 
cies and independent bureaus reaching 
into the bankers’ board meetings and 


becoming a part of his carefully laid 
plans for paying dividends to his stock- 
holders. 


1940 Problems 


Every banker must focus more atten- 
tion on Washington during 1940. 
Questions on the plans and programs 
of Federal Government agencies and 
personalities broadly involve the fol- 
lowing: 

1. A change in the directing head of 
the Federal Deposit Insurance Corpora- 
tion with the announced resignation of 


Leo T. Crowley. 


2. Possible change of policy at the 
Federal Reserve Board since the term 
of office of Marriner S. Eccles, its 
chairman, expires February 1, 1940. 


3. The office of the Comptroller of 
the Currency and its direction under the 
Secretary of the Treasury, is reviewing 
the capital ratio of national banks. Its 
legal division is first answerable to 
the legal counsel of the Treasury. There 
are internal conflicts. 


4. The Reconstruction Finance Cor- 
poration has a new chairman—Emil 
Schram. While he moves under the 
general direction of Jesse Jones, Fed- 
eral Loan Administrator, he is not 
without ideas and policies of his own. 
These are, broadly speaking, more 
“liberal.” 

5. The programs and policies of the 
Federal Home Loan Bank Board, seem 
to impinge on the domain of savings 
banks, creating friction. A broadening 
of the scope of the Federal Savings 
Associations, is part of a pending bill. 

6. The Federal Housing Administra- 
tion wants greater codperation in stimu- 
lating the home ownership and home 
building program of the country. This 
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involves points of conflict with the Fed- 
eral Home Loan Bank Board and 
System. 

7. The Wages and Hours Division of 
the U. S. Department of Labor, holds 
broad authority over banks, as the latter 
seek some means of adapting their 
month-end and month-beginning prob- 
lems within the Fair Labor Standards 
Act. 

8. The Farm Credit Administration 
and its mortgage loaning programs, now 
under the broad supervision of the De- 
partment of Agriculture, have definite 
local aspects for many country bankers. 
Its securities are held by many large 
banks. Its policy during the new year 
is of concern to all banks, in fact, organ- 
ized banking is anxious to off-set such 
competition with private lending 
through a program of education. There 
is, too, the annoying matter of Food 
Stamps. 

9. The National Labor Relations 
Board has already entered the super- 
visory field of banking with orders to 
one of the nation’s largest banks. While 
this board is being investigated, the 


probe gives scant hope that big bank- 
ing will not have to face new interpre- 
tations of the Act, namely that the 
NLRB has authority to lay down bar- 


gaining rules for unions of bank 


workers. 

10. The Securities and Exchange 
Commission is definitely a part of 
bankers’ worries. The larger the finan- 
cial institution, the more the policies of 
the commission must be watched. In 
February of the new year, the Trust 
Indenture Act becomes effective. The 
Commission then begins its regulation 
of the trust departments of many banks 
and is even now preparing question- 
naires which will soon be sent out. 


Local Influence Factor 


On the floors of the Senate and the 
House of Representatives will be fought 
out and determined the course of a 
number of proposed banking bills. 
While party policy will largely deter- 
mine the voting, when the bills reach 


their final hurdles there will be contests 
over procedure in the committees on 
banking, finance and those having juris- 
diction over taxes and Federal finances. 
It is probably true that the minds of 
Congressmeneare little changed in de- 
bate in either the House or the Senate. 
Changes are sometimes effected in tests 
of sentiment provided during hearings 
on bills. Broadly speaking, Federal 
legislators, vote their beliefs. These 
are largely formed by their local con- 
cepts. Since every Congressman has 
his local banker, the Washington de- 
cision is first influenced in the towns 
and cities of the nation. The respon- 
sibility is there and the effective work 
of educating Senators and Representa- 
tives begins there. This, too, is being 
recognized to a greater degree by organ- 
ized banking. 

In the new year outlook the inves- 
tigation and study which was voted to 
the Senate Banking and Currency Com- 
mittee is an unknown quantity when 
results are to be forecast. Senator 
Robert Wagner, Chairman of the Com- 
mittee, has indicated that he will carry 
out the broad terms of the resolution. 
The scope of such a “study” under the 
phrasing of the resolution leaves much 
of the direction to the New York Sena- 
tor. There may be a friendly review 
or there may be what amounts to an 
investigation. Reorganization plans for 
the several agencies may be developed 
looking toward consolidation. The 
fighting subject of branch banking ex- 
tension may play an important part. 
Personalities and policies are certain to 
secure headlines during the next few 
months. 


Fiscal Crossroads 


Early in the year 1940 bankers will 
be reading the annual reports of various 
Government agencies. Close reading 
with thoughtful reflection must be 
accorded that of the Secretary of the 
Treasury and the budget message of the 
President which is closely tied to the 
matter of expenditures. Related, of 
course, are taxes. Impossible ‘to di- 
vorce during 1940, is the matter of 
politics. 
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Will bankers lead in a determination 
to bring the national budget into a 
closer approximation of income and 
outgo? There seems to be a growing 
demand for an overhauling of fiscal 
policies, judging from reflected senti- 
ment in Washington. But with the na- 
tional debt approaching its legal maxi- 
mum, unemployment still large, and 
national defense questions of especial 
importance, whai shall the course be? 

That the controlling powers in the 
national capital are at the crossroads 
is clear to even a newspaper headline 
reader. Because the White House mo- 
mentarily seems less inclined to move 
along obviously radical lines, it is still 
unclear that it is not being pressed to 
try new experiments of a fiscal nature; 
of a social welfare nature. Many are 
the trial balloons which are _ being 
launched as tests of public sentiment. 


FDIC Plans 


Personalities make news in the field 
of bank supervision. The announce- 
ment on behalf of Chairman Crowley of 
the Federal Deposit Insurance Corpora- 


tion, that he expects to resign to accept 
the chairmanship of the Standard Gas 
and Electric Company, immediately 
raised the question of his successor. 
Since the popular FDIC Chairman does 
not intend to leave his post immediately, 
there has come about the formation of 
under-cover campaigns for various in- 
dividuals. 

The FDIC has moved more serenely 
than many another bank supervisory 
agency in recent years. Chairman 
Crowley and his chosen staff have 
avoided dramatics. He has worked 
closely with state bank supervisors until 
the latter have come to think of them- 
selves as an advisory committee to the 
FDIC. The Chairman has avoided use 
of the broader powers of the act which 
created his office. The President think- 
ing of a successor, is being sought to 
keep the FDIC on the same even keel. 

Various programs have been dis- 
cussed here in connection with the future 
of the Insurance Corporation. Some of 


these are likely to be publicly aired. 
There may be included plans for en- 
larging the FDIC’s board from three 
to five members; a lowering of the 
assessments; a raising of the deposit 
insurance maximum; the erection of a 
building to house its growing divisions. 
A bill to eliminate interbank deposits 
from assessments has already passed 
the Senate but stands opposed in the 
House Banking Committee. 

Not to be overlooked in the study of 
the 1940 crystal ball is the effort of 
Senator Mead of New York to provide 
for more capital loans to business 
through the establishment of an Indus- 
trial Loan Corporation managed by the 
Federal Reserve Board. Senator Mead 
believes most bankers favor his new 
bill. At this writing organized banking 
has not spoken. 


© 
FACTS ABOUT CREDIT 


Being distributed by the member 
banks of the Rensselaer (New York) 
County Bankers Association is an eight 
page booklet, “Borrowers Should Know 
These Facts About Credit.” Written by 
William T. McCaffrey, late president, 
Lincoln National Bank and Trust Com- 
pany, Syracuse, it comprises a discus- 
sion of the fundamentals involved in the 
making of loans by banks. Answered, 
clearly and briefly, are such familiar 
questions frequently put to bankers as: 
“T read in the papers that money is 
cheap, but why is it so difficult for me 
to get a loan?” . . . “If money is cheap. 
why is it that I have to pay the same 
old rate?” .. . “Why is it that banks 
require loans to be paid when it is dif- 
ficult to pay them, and if you are in an 
easy position to pay off the loan they 
don’t want the money?” .. . “What 
did Morgan infer in his famous testi- 
mony before the Pujo Committee when 
he maintained that ‘Credit depends not 
upon a man’s collateral, but upon his 
character—the first thing is character. 
before money or anything else’?” 
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ON THE WEST COAST 


By JoHN FarRNHAM 


FTER having led the nation’s 
bankers in their enthusiasm for 
real estate loans on the FHA 

model, many Westerners are growing 
cautious in their attitude toward mort- 
gage paper. Some of them feel that 
they have about enough for a while. 
Others that present rates are a little low 
and that, as a long-term proposition, 
they are not particularly attractive. 
Again values have been shifting rapidly 
in some communities and many observ- 
ers are a little confused as to the outlook 
for particular neighborhoods over the 
next few years. As a result of one or 
all of these considerations, it is felt that 
there will be less drive after home loans 
in the immediate future than has been 
the case in the immediate past. That 
is not to say, of course, that anyone is 
going to shut down on mortgage lend- 
ing. It only means that there is going 
to be considerably less reaching for a 
while. As they say in the stock market 
it will probably “help the technical 
situation” in real estate to have this 
happen. During the past year prices 
have had a tendency to get out of hand, 
and slowing down the lending drive 
should have the effect of bringing them 
back nearer the realities. 

It is not unlikely that, if and as, 
mortgage lending slows down, commer- 
cial advances will pick-up to replace it. 
There is nothing much of a direct nature 
to indicate this, but there are many in- 
direct straws in the wind. Five of the 
big transcontinental railroads, for ex- 
ample, are together currently building, 
or planning to build, no less than 
13,000 freight cars. Of these 2,500 will 
go into the Pacific Fruit Express serv- 
ice and another 450 into the refrigerator 
service of the Santa Fe. The balance, 
of various types, will be taken by the 
Union Pacific, Northern Pacific and 


Great Northern. Also encouraging for 
general business is the fact that farm 
income, outside of California, seems to 
be following an ascending curve and 
that a revival in Northwest lumber ap- 
pears at least possible. So, perhaps 
business is going to catch after all, al- 
though in Northern California the labor 
situation is bad and may well get con- 
siderably worse before the downtrodden 
unionists decide to go back to work. 


Food Stamp Plan 


In the field of governmental gadgets 
designed to cure the ills of all mankind, 
two things have lately hit the Coast. 
The food stamps of the Federal Surplus 
Commodities Corporation, whereby both 
the farm problem and the relief prob- 
lem are to be solved in the same mo- 
tion, have made their appearance in 
San Francisco and within a short time 
will be a part of the unemployed’s way 
of life from San Diego to Vancouver. 
Contrary to reports from the East, 
where it appears the banks don’t like 
the idea of handling the stamps, not 
much has been said against them on the 
Coast. One reason for this is that the 
stamps are, at least temporarily, help- 
ful from the Western point of view. 
They tend to stimulate retail trade and 
they help in the movement of farm sur- 
pluses both of which results are pleas- 
ant to contemplate. 


Production-for-Use 


The other gadget designed to alleviate 
human ills is being received less hap- 
pily. It consists of the old production- 
for-use dream which Upton Sinclair 
urged in his unsuccessful bid for the 
California governorship in 1934. Gov- 
ernor Olson is now its proponent and, 
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at last reports, the thing was in opera- 
tion in Los Angeles. Being an adapta- 
tion of the theory that one can lift one- 
self by the boot-straps nothing much. is 
likely to come of it, except a headache. 
One of those likely to enjoy the latter, 
is the aforesaid Governor Olson. His 
erstwhile friends the labor unions have 
suddenly decided that they don’t like 
the idea, which is natural, for the 
scheme pre-supposes the breaking down 
of wage scales. Under production-for- 
use an unemployed unionist works at 
his trade for a meal ticket rather than 
his union wage. 


Texas Tax Plan 


Out of Texas, by way of the United 
States Supreme Court, which has vali- 
dated the Texans, has come an idea in 
the field of taxation which seems cer- 
tain to spread throughout the West. The 
Texas scheme is a franchise tax based, 
not on the property which an out-of- 
state corporation holds in Texas, but on 
the total capital of the corporation, with 
the basis of assessment fixed in the ratio 
of the corporation’s Texas business to 
its total business. That is, if a corpora- 
tion had a total gross business of $10,- 
000,000 annually of which $1,000,000 
came out of Texas and had a capital of 
$50,000,000, Texas would assess it on 
the basis of 10 per cent of the $50,000,- 
000. An idea of this kind is appealing 
to many Westerners and the general 
need for increased tax revenues should 
speed its adoption. Obviously it is a 
body blow so far as large national cor- 
porations are concerned until loop-holes 
are discovered to deflect its full force. 


Balch Classic 


The election of S. Dean Balch to the 
presidency of The First National Bank 
of Los Gatos, Cal., during December 
has revived a classic of Western bank- 
ing which Mr. Balch tells on himself. 
He entered the banking business in 
Mason City, Ia., in 1895 and in 1900 
he and an associate founded the “Farm- 
ers and Merchants Bank—Balch & 
Smith, Bankers” at the little town of 


Bangor in South Dakota. There was 
no railroad in Bangor at the time, but 
Mr. Balch expected that one was headed 
for it. A shift in the rail plans, how- 
ever, sent the road into Selby, six miles 
away, so Balch & Smith loaded their 
bank—building, fixtures, safe, assets 
and everything else—on a half dozen 
wagons harnessed in a train and started 
moving across the plains toward Selby. 
One of their competitors had the same 
idea and the two banks raced neck and 
neck for the honor of being “the first 
bank in Selby.” The Balch & Smith 
institution began to drop behind, so the 
partners jumped off the lead wagon, cut 
loose the rear vehicle holding the safe 
which for a few hours was left to the 
mercies of the Indians and, thus light- 
ened, went on to win. Incidentally, Mr. 
Balch has been winning in Western 
banking ever since. He came to Cali- 
fornia in 1903 and today, it is probably 
safe to say, he knows, and is known by, 
more men in Western banking than any 
other single individual. 


Labor Note 


A study of Western bank compensa- 
tion policies indicates that: (1) Pay of 
bank clerks in the Twelfth District is. 
on the average, 20 per cent higher than 
that paid employes in comparable posi- 
tions in other businesses and (2) in ad- 
dition to the generally higher pay-scales, 
banks award their people with extra 
compensations in the shape of bonuses, 
time-off, etc., equal to an extra month’s 
pay. In other words the general clerk 
getting $1,200 in a mercantile establish- 
ment would, for the same duties, get 
$1,500 in a bank in the Twelfth District. 
The report now is that the labor unions 
aren’t making much progress among 
bank people. 


© 


WE must forget our pessimism, our bit- 
terness, our defeatism, and go forth on 
the highways and byways in order to 
tell the true story of banking to the 
masses of this country.—Charles R. 
Reardon, Vice-President, First National 
Bank, Joliet, Ill. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Edited by Ke1tH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 


End of a Good Year 


The year 1849 has come to a close. 
and finds our country prosperous and 
at peace. Financially and commer- 
cially the United States are in a pros- 
perous condition. The trifling draw- 
backs of a public debt and deficient 
public revenue in the general govern- 
ment can be speedily remedied by the 
adoption of wise and liberal measures 
for the Treasury. The few drawbacks 
upon the general government are more 
than counterbalanced by a most flatter- 
ing condition of the individual States. 
Without any single exception, we may 
say that they are eminently prosperous. 

Money is generally abundant, and 
sufficient for the ordinary wants of 
commerce. Wherever the money market 
is straightened, the stricture arises from 
undue speculation and ill-timed invest- 
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ments. In New York the money market 
is easy, and loans readily obtained at 5 
per cent on call, 6 per cent on prime 
paper, and 7 to 10 per cent on second 
class bills. Money is said to be scarce 
in Boston, but there is as much now as 
twelve months since. The banks of 
Boston show at this time a discount line 
of $31,000,000, against $30,000,000 in 
1848. 

The banks feel bound to extend all 
possible facilities to their customers. In 
extending prudent loans they do not 
reduce their own cash. If fifty thousand 
dollars is discounted today, in good 
commercial bills, it returns tomorrow. 
It merely changes hands: A pays B, B 
pays C, and C pays D, and the final 
recipient places it for safekeeping in 
the bank again. Thus every hundred 
dollars serves to discharge a thousand 
or more in obligations. 


50 YEARS AGO 


The Bankers Magazine 


A New National Currency 


The New York Journal of Commerce 
says that the providing of a solid basis 
of security for National bank circula- 
tion could be easily done if the silver 
question was settled. If this was once 
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out of the way every one would see 
that the issue of bank notes on the 
security. of a paid-up capital, with a 
joint guarantee of all the banks that 
entered into the arrangement, would be 
the most convenient and useful cur- 
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rency that could be devised. This may 
be illustrated by supposing that the 
forty-eight National banks of this city 
entered into such an arrangement. The 
institutions would first be accepted by 
the Comptroller of the Currency at 
Washington and authorized to do busi- 
ness, as is done under the present sys- 
tem. Then let each institution desiring 
it be furnished as now with its regis- 
tered notes, but instead of this being 
limited to a deposit of bonds, let it be 
say up to fifty per cent of the paid-in 
capital of the bank, upon the whole of 
which it should stand as the first lien. 
Then establish an office of redemption 


where each bank should be required to 
redeem its issues at par in legal tender 
coin. 

The banks should have the right to 
call for a thorough examination of any 
one of the number, and no one should 
be permitted to issue notes whose capi- 
tal was impaired, or which could not 
show a clean record. Make a provision 
that each bank issuing notes shall re- 
ceive at par the notes of every other 
bank, and shall be responsible pro 
rata to its own issue for any loss to the 
bill-holders through the failure of any 
one to provide the means of redemp- 
tion. 


25 YEARS AGO 


The Bankers Magazine 


Unification of Our Banking System 


“The soundest banking system pos- 
sible for this country should embrace 
in its operations all banks which re- 
ceive demand deposits and discount 
commercial paper.” 


This statement contained in an ad- 
dress made by Benjamin B. Strong, 
Governor of the Federal Reserve Bank 
of New York, embodies a_ principle 
vital to the success of the Federal Re- 
serve Banking System, namely, the 
unification of the scattered banks of the 
country under the leadership of a cen- 
tral organization of some kind, without 
of course interfering either with the in- 
dependence of the banks themselves or 
limiting their local operations more 
than absolutely necessary on the ground 
of safety and economic efficiency. 

The desirability of such unification is 
not merely theoretical but intensely 
practical. 

In the first place, we may as well 
face the fact now as later, that the Fed- 


eral Reserve System will be subjected 
to attacks. 


The attacks will perhaps not arise 


January, 1915 


from political sources, but will originate 
among the banks not members of the 
system. This statement is supported by 
historic precedents. 

The first Bank of the United States, 
whose management from a_ banking 
standpoint was unassailable, neverthe- 
less succumbed to attacks from the 
source indicated. 


While the methods of the second Bank 
of the United States were the subject 
of much unfavorable comment, perhaps 
that institution might have survived for 
a much longer period had not the State 
banks then in existence regarded it with 
jealousy and made war upon it. 

The Federal Reserve Act provides for 
a banking mechanism very much differ- 
ent from these two examples. But it 
nevertheless embodies a_ considerable 
degree of centralized control over bank- 
ing functions. This may become, in 
time, the source of much hostility upon 
the part of banks not participating in 
the benefits of the system. However 
perfect may be the Federal Reserve Act 
in itself, and however carefully admin- 
istered, the danger from this source can 
be removed only by having the State 
banks become a part of the new system. 
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INVESTMENT 


and FINANCE 


Edited by OSCAR LASDON 


TREASURY FINANCE 


AST month the Treasury tapped the 
capital market again, issuing $500,- 
000,000 of eleven-year 2 per cent 

bonds. The flotation met with the usual 
success, the issue being heavily over-sub- 
scribed and the bonds rising to a substan- 
tial premium in the market. This inter- 
mediate maturity, as expected, met with 
good demand from commercial banking 
institutions throughout the nation. 

An unusual feature of the offering 
was the provision for preferential allot- 
ments to subscribing “bona fide” in- 
vestors in the amount of $5,000. This 
was conditioned upon application for 
registered bonds undeliverable until 
sixty days after the date of issue. This 
procedure was designed to lessen the 
activity of “free-riders” whose only in- 
terest in Treasury flotations has been to 
turn the new issue over for a quick 
profit. According to reports, this method 
met with considerable favor from trust 
departments of banks in the Middle 
West. 

Secretary of the Treasury Morgen- 
thau pointed out that this represented 
an effort on the part of the Treasury 
to take the issue out of the hands of 
speculators and place it into the hands 
of investors. The Secretary declared 
that “There are a great many people 
who have $5.000 to invest. We have 
tried every other way to reach that 
group, but the speculators have always 
found some way to get around it. We 
felt by giving a registered bond in 
amounts of $5,000 and less and making 
the buyers tie up their money for sixty 
days, that would eliminate speculators 
and give prospective buyers, the trust 
fund, the church or whoever it is that 
wants the issue an opportunity to make 
such a purchase.” 


Subscribers to unregistered bonds re- 
ceived ailotments in the usual fashion. 


The legal limit of the Federal debt is 
set at $45,000,000,000 which only leaves 
a further deficit of some $3.100,000,000 
to be financed before the top is reached. 
It is reported, however, that some of 
the Administration’s best loophole-look- 
ers have suddenly ascertained that the 
figure just mentioned is a total that may 
be incurred over and above the debt 
outstanding in 1917, when the first Lib- 
erty Loan legislation was enacted. Such 
being the case, we evidently don’t have 
to worry until additional obligations in 
the amount of $3,700,000,000 are 
printed in the interest of splendiferous 
spending. Of interest also is the un- 
official statement that Secretary Morgen- 
thau favors extension of the debt limit 
to $50,000,000,000. 

If our legislators ever get down to 
the stage where they start to concern 
themselves about how much money they 
can save instead of how much they can 
spend, the shock may prove too much 
for some of us. If the present trend 
remains unchecked, ultimate deteriora- 
tion of private business and financial 
morals is more than likely to result. At 
least, that has been the sad and bitter 
experience of the past. 


_— 


LONG-TERM DEBT 


The question is asked, every so often, 
“Why hasn’t the tremendous increase in 
the Federal debt resulted in inflation?” 
One of the reasons, obviously, is the 
simultaneous reduction in private long- 
term debts that has taken place. This 
fact is stressed by the National Indus- 
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trial Conference Board which recently 
issued a survey on the subject. 

Statistics released by that organiza- 
tion reveal that private long-term debt 
expanded at an annual average rate of 
5.79 per cent during the first thirty 
years of this century, rising from $15,- 
308,600,000 in 1900 to $88,932,000,000 
in 1930. By 1937 this total decreased 
to $73,079,000,000, slightly above the 
1926 level. Preliminary data for 1938 
indicated little change from- the last 
amount, or about $73,268,000,000. 

Actually, the effective total of private 
long-term debts is even less than the 
1938 figure above stated. It must be 
remembered that a large portion of pri- 
vate debts, particularly in the railroad 
and real estate fields, is in default. In 
addition, as the Conference Board indi- 
cates, interest rates on a substantial sec- 
tion of this debt have been reduced 
materially. 

In this connection, a recent editorial 
in the New York Journal of Commerce 
is worth repeating. In part, the editorial 
asserts that “The reduction ‘in the vol- 
ume and annual interest charges of pri- 
vate long-term debts is an element of 
strength in the American economic 
situation. It means that American cor- 
porate enterprises and American real 
estate are far less vulnerable to a de- 
flationary collapse than was the case ten 
years ago. It also means that it will 
be so much easier to borrow funds to 
finance new investment, should business 
activity continue at a high rate and ex- 
pansion of productive capacity and 
housing facilities be feasible on a profit 
basis. The experience of the railroads, 
which have found it difficult to finance 
modernization because of the load of 
interest-bearing debt they have accumu- 
lated in the past, shows how a heavy 
debt burden. can discourage the making 
of new capital expenditures which 
promise to be quite profitable in them- 
selves.” 


_ 


RAILROAD REORGANIZATIONS 


At long last two Class 1 steam car- 
riers seem to be emerging from Section 
77 and the protection of the courts. 


These two roads, the Chicago & Eastern 
Illinois and the Chicago Great Western 
have been preceded by only a few small 
intra-state lines. Votes in favor of the 
plan of reorganization have already 
been tabulated by the Interstate Com- 
merce Commission in the Eastern IlIli- 
nois case while similar balloting in the 
Great Western receivership does not end 
until this January 31. 

Both plans of reorganization feature 
large reductions in fixed charges. Com- 
mon stock owners have been wiped out 
in both cases while some equity was 
found to remain for the preferred share- 
holders. Both reorganizations involve 
the advancement of RFC funds with 
which to start the new companies in 
comfortable cash positions. 

It is probable that this latest advance 
of RFC funds will prove a better in- 
vestment than some of its past credits 
to formerly solvent carriers. At this 
point, the reader might well refer to the 
review on “Reconstruction Finance Cor- 
poration Loans to the Railroads, 1932- 
37,” by Herbert Spero, appearing in 
this issue. A good idea of the merits 
of past governmental assistance can be 
gathered from that volume, which pre- 
sents a well done objective summary of 
Government loan policy. 


_ 


BOND NOTES 


In spite of continued easy money, 
bank executives are maintaining a cau- 
tious attitude toward the bond market, 
as is evident from the following ex- 
cerpts. 

H. Y. Offutt, Vice-President, First 
National Bank of Louisville, Kentucky: 
—“If all your bonds are of good qual- 
ity and if your maturities are spaced so 
that equal amounts come due year by 
year with the longest maturity coming 
due within a period that is satisfactory 
to you, you can go home at night and 
sleep. How restless is the banker who 
has concentrated his investment in 
bonds maturing in 1960-65, expecting 
to sell ‘when the turn comes:’ If he 
hasn’t already been whipsawed, he will 


be ” 
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C. S. Young, Vice-President, Federal 
Reserve Bank of Chicago:—‘‘From time 
to time the suggestion has been made 
to us that the Federal Reserve Bank 
itself should set up an Investment Ad- 
visory Service for its member banks 
which would include the suggestion to 
such banks what percentage of their 
total deposits should be invested in real 
estate mortgage loans. We often claim 
that we are a service institution designed 
to serve your interest and through you 
the community as a whole. That being 
so, it might well be asked why we do 
not undertake the task of advising banks 
on investment matters. There are, | 
think, obvious difficulties: As adminis- 
trators of the ultimate credit reserves 
of the country, as fiscal agents of the 
Government, and as supervisory authori- 
ties, we have unavoidable responsibili- 
ties that might prove to be quite incon- 
sistent with our rendering such an ad- 
visory service. . 

“In so far as country banks are jus- 
tified in assuming long risks, they had 
better take them on local borrowers, 
over whose affairs they can exert some 
control, rather than on distant corpora- 
tions which are independent of the 
country bank that holds their long-term 
obligations.” 

S. Nirdlinger, Executive Vice-Presi- 
dent, First Galesburg National Bank & 
Trust Company, Galesburg, Illinois:— 
“I want to express my belief that the 
bank’s so-called investment account is 
more vulnerable today than it has been 
for some time and that the sound prin- 
ciples of liquidity should not be over- 
looked in spite of the belief in the abil- 
ity of governmental authorities to main- 
tain proper markets. Safety is more 
necessary today than it has been for 
many years.” 

George H. Rigler, Assistant Vice- 
President, Harris Trust & Savings Bank, 
Chicago:—“Interest rates, regardless of 
how low they may go, should not be 
the determining factor in formulating a 
fundamental program. Remember that 
an additional 1 per cent on a $1,000 
bond amounts to only $10.00 each year, 
but the price of this extra $10.00 is 
often the risk of the entire $1,000. In- 


vestments should be made in keeping 
with prevailing rates, because unusually 
high returns cannot be obtained without 
added risk. One should never lose sight 
of the safety of principal in the effort to 
get greater income.” 


Cc 


BANKING INQUIRY 


The Senate Banking & Currency Com- 
mittee under the chairmanship of 
Senator Wagner, will shortly institute 
an investigation of the banking and 
monetary questions confronting the 
country. Effects of the gold influx will 
most certainly be examined in an ex- 
haustive manner because such imports, 
having reached gargantuan proportions, 
have presented a pressing problem in 
the question of superabundant excess 
member bank reserve balances. Also, 
serious consideration must be given to 
our gold buying policy because of its 
direct relationship to foreign trade 
volume. 

It is understood that the American 
Bankers Association is already doing 
some field work of its own, in an effort 
to be of assistance when the hearings 
open. So far, there is every indication 
that something constructive will result 
from the hearings and that nothing in 
the nature of a “witchhunt” will be 
forthcoming. 


Gold Problem 


Incidentally, the gold problem is a 
very real one. We already have some 
$17,300,000.000 and the total continues 
to swell. If the United States should 
suddenly cease purchasing gold, or 
were to place an embargo upon imports 
of the precious metal, the dollar would 
rise sharply in terms of foreign cur- 
rencies and our export trade would be 
seriously hampered. Prices of com- 
modities with international markets, 
such as copper and wheat, would be 
affected adversely. 

In some circles it has been suggested 
that the remedies lie in either expand- 
ing our imports of materials or export- 
ing our capital abroad in the form of 
loans, or both. But neither of these 
policies seems likely to be adopted and, 
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in the interim, our gold holdings grow 
larger and larger. A solution does not 
seem readily apparent. 


Foreign Liquidation 


The outbreak of the war, it will be 
remembered, brought little in the way 
of broad liquidation of foreign owned 
American securities. And for a period 
of approximately a month following the 
start of the conflict, it was estimated that 
foreign purchases and sales approxi- 
mately offset each other. Since that time 
it is believed that net sales in the 
amount of over $100,000,000 have been 
made in our markets or at the rate of 
about $1,000,000 a day. 

The Federal Reesrve Board is of the 
opinion that the market value of British 
and French holdings of American mar- 
ketable securities at the end of August 
was around $920,000,000, a figure sub- 
stantially below all other estimates to 
date; in the last four months, of course, 
this total has been somewhat reduced. 
It is observed that France and England, 
in addition to large cash balances, also 
have substantial direct investments of 
an illiquid nature which are not readily 
salable. 

It is interesting to note that the neu- 
tral countries of Holland and Switzer- 
land possess almost as much in the way 
of marketable securities as the Euro- 
pean Allies, an aggregate sum of $845.,- 
000,000 being estimated at the end of 
August. The Canadian total is set at 
$500,000,000 while Russian and Ger- 
man holdings are assumed to be 
negligible. 

Dollar balances of France and Eng- 
land totaled over $910.000,000 while 
similar cash reserves of the Dominion 
of Canada were reported at $355.- 
000,000. Switzerland and Holland 
were credited with dollar holdings of 
$445,000,000. 


—_ 


WAR FINANCE 


In a recent Monthly Review, the 
Bank of Nova Scotia engages in a broad 
discussion of methods of war finance. 
The funds required to divert economic 
activities toward war purposes, it points 


out, may be obtained in three possible 
ways. “... taxation, borrowing from 
savings, and credit expansion.” It is 
noted that in the World War, all three 
methods were used by every belligerent 
country and that, in all likelihood, all 
three would be used again. 

Attention is called to the fact that, 
in wartime, huge transfers of income 
are shifted from one section of the 
economy to another and that this may 
be accomplished, as already indicated, 
through taxation, government borrow- 
ing, or by the creation of money and 
credit. The volume of funds secured 
through taxes and raised from govern- 
ment loans, it is declared, is withdrawn 
from some uses and put to others. And 
whereas the transfer of income is final 
in the case of taxation, in the case of 
loans it is an undertaking to pay in- 
terest that ultimately will have to be 
met from future taxation; government 
borrowing is essentially a form of taxa- 
tion whose burden has yet to be defin- 
itely distributed among the taxpayers. 

After dealing extensively with the 
shortcomings and perils of the inflation 
route, the conclusion is reached that 
borrowing and taxation are equitably 
superior methods of financing the con- 
flict. Exploring the economic effects 
of these two methods, the Review con- 
cludes that “ . . . taxation is the best 
method of war finance from the stand- 
point of equity and from the point of 
view of its long-term consequences. Its 
potentialities have never proved ade- 
quate, however, for the needs of a major 
war. While borrowing from savings 
has certain disadvantages, it is a neces- 
sary and very important means of 
finance. As compared with inflation it 
is much to be preferred. . . .” 

Contrasting the present position of 
the Canadian economy with that pre- 
vailing at the outbreak of the World 
War, it is observed that Canada is now 
fortified with a broadly-based taxing 
system and a well-developed domestic 
capital market and, accordingly, that 
country is now “more free to choose 
between the various methods of war 
finance than was the case a quarter of 
a century ago.” 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


AR activities in Europe have been 

expanded by the invasion of Fin- 

land by Russia, which has caused 
the expulsion of the latter country from 
the League of Nations. England and 
France have combined their financial 
and economic resources for the duration 
of the war, and a fixed rate between the 
franc and the pound is to be maintained 
while the conflict lasts and for six 
months thereafter. On the military front 
between the Allies and Germany activ- 
ity has been limited, but numerous air 
and naval engagements have taken 
place. An early end to “the China in- 
cident” does not appear to be in sight. 
During this month, the commercial 
treaty between Japan and the United 
States comes to an end, and its renewal 
is regarded in some quarters as being 
of prime importance in the future po- 
litical and commercial relations between 
the two countries. 

Negotiations are afoot for extending 
trade between the United States and 
Latin America, but they are hindered 
by the defaults on existing indebtedness 
of some of the South and Central 
American countries. Efforts are being 


made, on both sides, to remove these 
obstacles. 


GREAT BRITAIN 


NATURALLY, the economy of the country 
is being geared to meet war require- 
ments, and production, trade and 
finance are all operating under certain 
degrees of regimentation. 

One of the exceptional measures of 
last month was the application of the 
policy of seizing German exports as wel! 
as imports. This policy, if effectual, 
will deprive Germany of the gold and 
foreign exchange required to pay for 
such imports as she might be able to 
get through the British blockade. 


Early War Financing 


INsTEAD of appealing to the large in- 
vestor for loans, the appeal is being 
made to small savers, national savings 
certificates being offered at 15s., rising 
to the value of 17s. 6d. at the end of 
five years and to 20s. 6d. at the end 
of ten years. These certificates are free 
of tax and may be cashed ‘on favorable 


Christiania Bank og Kreditkasse 


Oslo, Norway 


Telegraphic address: 


Founded 1848. 


First established 
private bank in 
Norway 


BANKING BusINEss OF EVERY 
DESCRIPTION TRANSACTED 


Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 


THE BANKERS MAGAZINE for January, 1940 





CAPITAL 
Authorized §Pi0,000,000.00 
Fully Paid P6,750,000.00 

(US$1.00=P2.00) 


EIGHTY 


CABLE ADDRESS: BANCO 


HEAD OFFICE: MANILA 


BRANCHES 
Cebu, Iloilo, Zamboanga 


YEARS 


and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


terms. In addition to the savings cer- 
tificates, a new kind of bond is being 
issued, bearing 3 per cent and issuable 
in multiples of £5 up to £1000, redeem- 
able in seven years. Interest will be 
subject to tax, not deductible at the 
source. 


—_ 


HOW A DUTCH BANK REGARDS 
WAR 


REVIEWING economic conditions in The 
Netherlands for the third quarter of 
1939 the Quarterly Review of Amster- 
damsche Bank has this to say about 
war: 


“Two decades did not suffice to repair the 
injuries of the 1914-18 war, and to change 
the spirit of mankind. International co- 
dperation, indispensable to a world so 
thoroughly industrialized and so_ swiftly 
forging ahead in technical spheres, has been 
relegated to the background. It has been 
superseded by ideas which have driven 
wholesome and pure national thought to 
excesses. It does not lie within our prov- 
ince to probe into the underlying causes of 
such trends of thought, but perhaps we may 
be allowed to question whether mankind may 
ever hope for a better world if it does not 
comprehend that violence always begets 
violence, that only collaboration can cure 
the world of its ills and keep it on a sound 
foundation. The tragedy of our times is, 
that the Frankenstein Monster conjured up 
by man, can no longer be guided and con- 
trolled by its creators. This fate has to be 
endured. We are only left with the hope, 
that the struggle, in spite of all indications 
to the contrary, will be a short one and 


Inquiries and correspondence invited. 


that it will lead to a better mutual under- 
standing of the nations, to international 
cobperation and thus to a better world, a 
world where man-made wars will be out- 
lawed by man-made laws. 


—_— 


FOREIGN TRADE OF JAPAN 


As reported by The Oriental Economist, 
for a period of about fifty days after 
the outbreak of war in Europe, Japan’s 
gross exports advanced by 176 million 
yen, or a gain of 43.2 per cent over the 
like period of 1938, while imports in- 
creased by only 64 million yen, making 
the export surplus 211 million as com- 
pared with 99 million a year before. 


At the end of the first semi-annual 
period of 1939, Japanese banks (the 
“big six”) held Government bonds to 
the value of 2,322 million yen, or some 
25.5 per cent of their deposit resources. 


—_~ 


THE ARGENTINE 


In their review of business conditions, 
Ernesto Tornquist & Co. say that com- 
merce and industry are rapidly becom- 
ing adjusted to war conditions, and any 
monetary disturbance is disappearing. 
Regarding the negotiations for a com- 
mercial treaty between Argentina and the 
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United States, it is said that while there 
is a considerable similarity in many 
lines of production in the two countries, 
the hope is expressed that if both sides 
are prepared to make concessions, the 
negotiations will be successful. 


GERMAN-AMERICAN STANDSTILL 
AGREEMENT 


AN agreement called the “German- 
American Standstill Agreement of 1939” 
concerning certain existing short-term 
German commercial indebtedness has 
been concluded between an American 
committee representing banking institu- 
tions in the United States and a German 
committee representing banking, com- 
mercial and industrial concerns in Ger- 
many, the Reichsbank and the Deutsche 
Golddiskontbank. The short-term in- 
debtedness in question represents the 
unpaid balance outstanding at the close 
of business on November 1, 1939, for- 
merly subject to the 1939 standstill 
agreement. It is estimated that the new 
agreement will cover about $46,000,000 
of short-term indebtedness which has 
been progressively cut down from $486,- 
000,000 in 1931. 

The 1939 standstill agreement in 
which American, British, French, Dutch, 
Swiss and Belgian banks participated 
was terminated on September 3, 1939. 

The Swiss, Belgian and Dutch com- 
mittees have since entered into separate 
agreements replacing the 1939 stand- 
still agreement. 


The new agreement provides that to 
the extent the indebtedness is paid off 
during the currency of the agreement. 
new bills may be drawn but only for 
financing shipments from the United 
States and that in each such case the 
creditor bank must be fully satisfied 
that there is no violation of any provi- 
sion of the Neutrality Act or any other 
law of the United States. 

The new agreement is to remain in 
force for a period of seven months from 
November 1, 1939. but each committee 
may terminate the agreement at any time 


if further operation becomes inadvis- 
able. Interest will be payable in dol- 
lars on all indebtedness covered by the 
new agreement for the period since the 
termination of the 1939 standstill agree- 
ment at uniform rates agreed between 
the American and German committees. 


INTERNATIONAL BANKING NOTES 


BarcLtays Bank (D. C. & 0O.), 
PRETORIA, SOUTH AFRICA.—This bank 
has recently completed a new building, 
of a modern interpretation of classical 
architecture. 


Banco NacionaL DE Costa Rica, SAN 
Jose.—This institution has recently 
reached its twenty-fifth anniversary. It 
was founded in 1914 to aid the national 
economy in recovering from the war of 
1914-18, but in 1937 assumed its pres- 
ent title, becoming a bank of the state. 


THE COMMERCIAL BANK OF SCOTLAND 
LIMITED, EpINBURGH.—The annual gen- 
eral meeting of shareholders was held 
on December 14, and the directors re- 
ported that after payment of all ex- 
penses and after providing for all bad 
and doubtful debts, contingencies, in- 
come tax and national defense contribu- 
tion, profit for the year ending October 
31, 1939, was £353,098, to which was 
to be added £70,299 brought forward 
from last account. This total of £423,- 
397 was applied to the extent of £101,- 
500 to the payment of an 8 per cent 
dividend on class A shares, to the 
amount of £18,125 to a 5 per cent divi- 
dend on class B shares. There was 
added to contingency account £50,000; 
to heritable property accounts, £50,000; 
to trustees for officers’ pensions, £30,- 
000, and to widows and orphans’ fund 
£10,000, leaving a balance of £163,772. 
From this a final dividend for the year 
was declared on class A shares and on 
B shares of 5 per cent, leaving £67,897 
to be carried forward. 

The market value of the investments, 
as of October 31, was greater than the 
amounts appearing in the balance sheet. 
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Established 1817 
A presentation, in easily understandable form, of the Bank’s 
ANNUAL STATEMENT — 31st October, 1939 


LIABILITIES 
LIABILITIES TO THE PUBLIC 
Deposits . . os ee « « « of SQQRR S045 
Payable on demand ond after notice. 
Notes of the Bankin Circulation . . . . .... . 21,767,292.00 


Payable on demand. 


Bills Payable. . . eine Wal See te 172,632.57 


Time drafts issued and oxtstanding. 


Acceptances and Letters of Credit Outstanding . .. . 7,914,256.36 
Financial responsibilities undertaken on behalf of customers 
(see off-setting amount in “‘Resources’’). 


Other Liabilities to the Public . . eg 3,739,690.56 
Items which do not come under the foregoing beedings. 


Total Liabilities to the Public . . . . . . . . . $ 948,502,921.94 


LIABILITIES TO THE SHAREHOLDERS 
Capital, Surplus and Undivided Profits and 
Reserves for Dividends . ; 77,005,445.86 
This amount represents the shareholders’ interest in the Bank, over 
which liabilities to the public take precedence. 


Total Liabilities * 8 le A owe ee oe Se in ee 


RESOURCES 
To meet the foregoing Liabilities the Bank has 

Cash in its Vaults and Money on Deposit with Bank of Canada $ 94,641,456.72 

Notes of and Cheques on Other Banks . . SY te eS 29,244,762.91 
Payable in cash on presentation. 

Money on Deposit with Other Banks . ..... . 77,357,497.05 
Available on demand or at short notice. 

Government and Other Bonds and Debentures... ‘ 517,171,255.95 
Not exceeding market value. The greater portion consists of gilt- 
edge securities which mature at early dates. 

Stocks a eres «dah eke wat, Fon oes Hee ee fat ie ail nate, ll 470,131.88 
Industrial and other stocks. Not exceeding market value. 

Call Loans outside of Canada .. : 19,142,173.17 
Secured by bonds, stocks and other negotiable securities of greate r 
value than the loans and representing moneys quickly available 
with no disturbing effect on conditions in Canada. 

Call Loans in Canada .. ‘ 4,573,822.19 
Payable on demand and secured ‘by bonds and stocks of greater 
value than the loans. 


Bankers’ Acceptances .. Te eee, a ee 2,767.95 
Prime drafts accepted by other banks. 
TOTAL OF QUICKLY AVAILABLE RESOURCES... $ 742,603,867.82 
(equal to 78.29% of all Liabilities to the Public) 
Loans to Provincial and Municipal Governments 
Suceemumerenoer Damericte gd lw 36,712,818.28 
Other Loans .. : 220,548,911.41 


To manufacturers, farmers, merchants and other rs, on con ditions 
consistent with sound banking. 
Bank Premises .. - 13,900,000.00 
Two properties only are ’ carried in “the” names ‘of holding | com- 
panies; the stock and bonds of these companies are entirely owned 
by the Bank and appear on the books at $1.00 in each case. All 
other of the Bank’s premises, the value of which largely exceeds 
$13,900,000, appear under this heading. 
Real Estate, and Mortgages on Real Estate Sold by the Bank 1,073,717.21 
Acquired in the course of the Bank’s business and in process of 
being realized upon. 
Customers’ Liability under Acceptances and Letters of Credit 7,914,256.36 
Represents liabilities of customers on account of Letters of Credit 
issued and Drafts accepted by the Bank for their account. 


Other Assets not included in the Foregoing . . .. . 2,754,796.72 
Making Total Assets of . . . - « « » @1,025,506,367.80 

to meet payment of Liabilities to the Public ie: 948,502,921.94 

leaving an excess of Assets over Liabilities to the Public of $ 77,005,445.86 


HEAD Counce MONTREAL 
NEW YORK AGENCY, 64 Wall Street: - - A. J. L. Haskell, G. R. Ball, L. L. Sinclair, Agents 
CHICAGO OFFICE: 27 South La Salle Street: - - A. Macpherson, Manager 
SAN FRANCISCO OFFICE, Bank of Montreal San Peunsieens. 333 California Street: - F. G. Woods, President 
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Current Conditions in Canada 


HE Business Summary of the Bank 
of Montreal for December 22 re- 
ports Canadian business generally 

in a satisfactory condition and rapidly 
adjusting itself to wartime exigencies. 
The summary states: 

“There has already been a consider- 
able impetus to Canadian industry from 
war contracts of a value of over $54,- 
000,000 which the Canadian War Supply 
Board has placed since the opening of 
the war. A great impetus to industrial 
activity is assured from the operation 
of the Commonwealth air-training 
scheme, a final agreement for which has 
been signed. . . . The agreement runs 
for 314 years, to be extended if neces- 
sary, and the estimated cost for this 
period is about $600,000,000, with 
Canada contributing as her share about 
$350,000,000. The estimated expendi- 
ture on the scheme up to September 1 
next is $90,000,000, of which Canada 
will contribute $48,000,000, and as this 
sum is in addition to the $315,000,000 
which the Minister of Finance esti- 
mated would be the first year’s cost of 
the military program undertaken be- 
fore the air-training scheme was 
launched, Canada, in the first year of 
the war, will be spending roughly a 
million dollars per day on her war 
effort. 

“But so far the most important stimu- 
lus for business has come from the in- 
creased purchasing power of the farm- 
ing community. The extent of its 
augmentation is revealed by the first 
estimate of the value of the principal 
field crops of Canada in 1939 issued 
by the Bureau of Statistics, which places 
it at $635,764,000, a gain of $91,321,- 
000 over the valuation for 1938, and the 
highest figure since 1930. The greatest 
gain was in Saskatchewan where the 
value of the crops, placed at $165,- 
150,000 as compared with $101,388,000, 
was up 63 per cent. Since this esti- 


mate was made, grain prices have re- 
corded a further advance and the final 
figure for the total value may in the 
end exceed the 1930 figure—$662,- 
000,000... . 

“The latest statement of the chartered 
banks, as at the end of October, showed 
commercial loans at their highest peak 
for nearly seven years. They were 
placed at $952,296,000, a gain of $60,- 
800,000 as compared with September, 
and of $104,000,000 as compared with 
October, 1938. Bank debits to indi- 
vidual accounts in November were 
$2,930,000,000 as compared with $2,- 
965,000,000 in November, 1938.” 


CoMMENTING on general conditions, the 
Monthly Commercial Letter of the Ca- 
nadian Bank of Commerce for Decem- 
ber says that industrial production con- 
tinued to rise in November though at a 
slower pace than in the September-Oc- 
tober period. This is attributed, in part, 
to the curtailment of forward buying of 
civilian goods beyond seasonal require- 
ments, and to the further fact that a 
shortage of materials had restricted in- 
dustrial activity, and construction work 
undertaken in October and November 
declined by nearly 20 per cent from the 
figures of the corresponding months of 
1938. 

It is estimated that employment in 
the Dominion has gained by fully 200,- 
000 since April, 1939, nearly two- 
thirds of the number being added to 
payrolls prior to September, most of 
these being retained. The working time 
of a considerable number of wage- 
earners has been extended, with a 
corresponding increase of earnings. 

The letter further reports: “Our index 
of industrial activity for mid-November 
stands at 112, as compared with 108 
for mid-October (1937—100), while the 
percentage of factory capacity utilized 
rose from 85 to 88. This increase in 
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activity is only half that recorded in 
each of the two preceding months, al- 
though greater than the average monthly 
increase from the. spring of the year 
to September. While war demands 
have, directly or indirectly, raised the 
output of certain categories of goods, 
affecting some foods, clothing, furnish- 
ings and the production of the heavy 
industries, the greater part of the in- 
crease is due to seasonal stimuli as well 
as a continuation of the recovery from 
the low point of the past spring. . 

“In a general way the position of 
agriculture has improved since Sep- 


tember, for crop yields are better than 
were first estimated (the combined grain 
crops of the Prairie Provinces are esti- 
mated as 780 million bushels, as com- 
pared with a forecast in September of 
740 millions), weather conditions in the 
past month were ideal for the comple- 
tion of the season’s field work and for 
the conditioning of live stock, while 
some headway was made in arrange- 
ments to dispose of products, notably 
apples and tobacco, the exportable sur- 
pluses of which presented serious mar- 
keting difficulties owing to a greatly re- 
duced overseas’ demand.” 


CANADIAN WAR AID AND CONTROL 


By H. R. DrumMonD 


President, Bank of Montreal, Montreal, Canada 


(Excerpts from Mr. Drummod’s address at the bank’s recent annual meeting) 


HE circumstances which led to the 


outbreak of war, and to Canada’s . 


inevitable participation, call for 
no comment, for they are present in 
everybody’s mind. But it is relevant to 
a review of our business to point out 
that war clouds had been gathering for 
so long and so obviously that we were 
not unprepared for the shock when it 
came. There was no repetition of the 
financial crisis. of 1914. There was even 
a certain business stimulation in the 
prospect of increased demand for our 
products, magnified somewhat by the 
relatively low level of forward commit- 
ments which existed in many sections 
of business owing to previous uncer- 
tainty. 

Of outstanding importance at this 
juncture is the fact that Canada enters 
upon the war period with one of the 
best all-round crops in the history of 
the country. This applies to practically 
every part of the Dominion but more 
particularly to the Prairie Provinces, 
where, in contrast to recent years, the 
wheat crop is unusually large and of 
unusually high quality. Thus, Canada 
has very large supplies of the food 


products which the Allied and neutral 


nations will need and the buying power 
of the agricultural community from their 
sale will help the general business of 
the country. In addition to this, with 
the impact of war conditions, we have 
many industries which will benefit di- 
rectly from orders for war supplies, 
and we have the prospectively impor- 
tant development of Canada as the avia- 
tion training center of the British Em- 
pire. 

It will thus be seen that on the ma- 
terial side Canada may expect to be 
better qualified than most countries to 
meet the inevitable consequences of 
war, and an added consideration in this 
respect is the foresight and sagacity of 
England in providing for the continued 
supply of many commodities at normal 
prices. 


Government Controls 


As a contribution to the maintenance 
of business on standardized levels, it is 
interesting to note the great measure 
of control which the Canadian Govern- 
ment has assumed for the better stabil- 
izing of supply and prices and, there- 
fore, for the more efficient prosecution 
of the war. These measures include 
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provision for a regulation of prices and 
distribution, for the regulation of im- 
ports and exports, and, through a For- 
eign Exchange Control Board, for a 
form of control by which withdrawal 
of capital from the Dominion is for- 
bidden. Business institutions, includ- 
ing our banks, have codperated to the 
fullest extent in these measures. It is 
only meet, however, to go on record 
here to the effect that these controls are 
a restricting influence in business and 
that forbidding the withdrawal of capi- 
tal from Canada undoubtedly has dis- 
couraged the interest in this country of 
citizens of other lands who, having in- 
vested their money in Canada, now find 
themselves unable to withdraw it. 

In any case, it is important that all 
the control regulations should be re- 
garded as a temporary expedient to 
meet an extraordinary situation, and 
that they should be abolished at the 
earliest possible moment. Otherwise, 
we shall find ourselves saddled with a 
self-perpetuating autocratic bureaucracy 
contrary to the true basis of democracy 
for which we are now fiighting. The 
Romans had ihe right idea in this re- 


spect—in a time of war they called 
Cincinnatus from the plough to be 
their dictator and after the enemy had 
been defeated the dictatorship was at 
once abolished and he returned to his 
farm. 


Post-War Conditions Considered 


We stand a united country in our 
war effort. It remains for us to bring 
the full strength of a united Canada 
to the work of prosecuting the war to 
a successful conclusion while at the 
same time keeping our affairs so in 
hand that we may enter the readjust- 
ments of post-war conditions as free of 
inflation as possible, with debts at the 
minimum possible and with morale un- 
impaired. ! 

I am confident that just as we have 
entered as a unified Canada into the 
fiery ordeal of war, so we shall emerge, 
a nation one at heart but more mature 
in thought and aspiration, ready to go 
forward as a member of the British 
Commonwealth of Nations to the great 
destiny which undoubtedly awaits this 
country. 


CANADA’S ECONOMIC POWERS AND EXPORT 
OPPORTUNITIES 


By S. H. Locan 


President, The Canadian Bank of Commerce, Toronto, Canada 


(Excerpts from Mr. Logan’s address at the bank’s recent annual meeting) 


E cannot estimate accurately the 
economic weight of Canada 
which will help to tip the scales 

in the Allies’ favor unless we realize to 
ithe full how greatly our industrial posi- 
tion has changed to conform to the 
highly mechanized methods of this 
war. The capacity of manufacturing 
plants here is not only at least 10 per 
cent greater than in 1929, but actually 
half as large again as in 1918 when we 
made our supreme war effort by an 
abnormal utilization of industrial equip- 
ment. But even these figures: do not 
adequately portray the growth of Ca- 


nadian industry. Now there are not 
only many more factories and mills, 
but a greater variety of industrial prod- 
ucts and a larger proportion of fully 
manufactured goods flowing from a 
more extensive territory. For example, 
twenty years ago raw materials repre- 
sented 45 per cent of our total exports. 
whereas the proportion today is only 
about one-quarter, while the ratio of 
fully manufactured commodities is over 
40 per cent. Another example is 
afforded by the industrialization of the 
Prairie Provinces which, once regarded 
as suitable only for agricultural pur- 
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poses, now have about 2,500 processing 
plants of all kinds with an annual pro- 
duction value of $250,000,000, nearly 
as large an amount as the yearly aver- 
age derived from the farms of Sas- 


katchewan in the banner period of 
1926-29, 


Canada’s War Activities 


It may be thought that Canada’s par- 
ticipation in orders for war materials 
has so far been small in proportion to 
her productive capacity. The fact 
should not be overlooked, however, that 
considerable demands have already been 
made upon some of our industries for 
a war which as yet seems only in the 
preparatory stage. Furthermore, these 
demands are more likely to expand in 
the near future than to contract. But 
while the full scope of our war efforts 
is a matter of conjecture, there should 
be considerable satisfaction in the fact 
that we have comparatively enormous 
economic powers to exert, if need be, 
in a more violent struggle. 


Export Opportunities 


I should not leave you with the im- 
pression that the prospect of an active 
business year ahead rests solely upom.a 


large armament and war trade. Nor- 
mal business has been stimulated by the 
removal of some of. the handicaps pres- 
ent a year ago, by the near-record crops 
recently harvested which have raised 
farm purchasing power by about 10 
per cent during the past twelve months 
and by a spectacular record in export 
trade. Already, before the declaration 
of war, Canada had been able to im- 
prove her position in foreign trade to 
the extent that the volume of exports 
for the twelve months ending August 
last was approximately — one-third 
greater than that of the previous twelve- 
month. World trade as a whole achieved 
no comparable results after its drastic 
decline during the first part of 1938. 
The estimated volume of world trade 
during the second quarter of 1939 was, 
in fact, less than 10 per cent above that 
of the year before, whereas the com- 
parable increase in Canada’s export 


trade was more than 40 per cent. The 
rise in Canadian exports was accounted 
for primarily by large shipments of 
grains, cattle, fish, dairy products, 
lumber, metals and general manufac- 
tures, as well as by considerably heavier 
shipments of canned fruits, vegetables 
and tobacco. The war has naturally 
altered the direction of flow of our for- 
eign trade, bringing into greater promi- 
nence the channels of the Americas. 
Total exports for September and Oc- 
tober of this year, as compared with 
the corresponding months of 1938, 
showed an increase of $29,000,000 in 
those to the United States, part of this 
being accounted for by shipments of 
Canadian grains into American posi- 
tions. Marked increases were also re- 
corded in exports both to other mem- 
bers of the British Empire on this side 
of the Atlantic and to Latin America. 
These increases have more than made 
up for the decrease in direct sales to the 
United Kingdom and to continental 
Europe, both of which declined for 
these two months by about $10,000,000 
as compared with a year previous. 
Canada can supply the United States 
and Latin America with numerous 
products which they formerly imported 
from Europe to the value of many mil- 
lions of dollars annually, but which 
either are not available at present or 
are more expensive than formerly. 
There are, therefore, greater foreign 
trade opportunities in the Americas 
than we have ever had before, and it 
is to be hoped that full advantage can 
be taken of them and of other normal 
developments so that we may have a 
post-war economy more easily adjust- 
able to peace-time conditions than that 
which we had to reconstruct in the sev- 


eral difficult years after 1918. 
© 


History is replete with the record of 
attempts of Government to control eco- 
nomic life and the activities of people. 
These efforts always have failed, con- 
fidence has been destroyed and bank- 
ruptcy and chaos have followed.—Silas 
H. Strawn, former President, Chamber 
of Commerce of the United States. 
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BOOKS for BANKERS 


TurninG Pornts 1n Business CYCLEs. 
By Leonard P. Ayres. New York: 
The Macmillan Company. 1939. Pp. 
214. $2.75. 


A stupy of how and why “the expand- 
ing production of durable goods turns 
downward at the top of prosperity and 
begins to contract, and why it stops 
shrinking at the bottom of depression 
and turns upward and begins to expand 
once more,” this book forms a valuable 
addition to economic research and 
knowledge. 

With the aid of 25 diagrams and 
numerous tables, this study traces the 
course of American business through the 
prosperities and depressions of the 109 
years since 1830, its method being a 
new combination of historical and statis- 
tical analyses with economic reasoning. 
Chapters include: Turning Points in 
Early Cycles, Gold Inflation and the 
Civil War Period, A New Record of 
Capital Issues, Two Decades of Doubts 
About Money, The New Century 
Through the World War, The New Era 
and the Great Depression, The Data of 
Security Issues, The Typical Cycle, 
Capital Issues and Business Activity, 
Consumer Purchasing Power, Pump 
Priming Recoveries, Purely Monetary 
Theories of Cycles, Cycles of Security 
Issues, The Monetary Mechanism of 
Cycles, The Past Twenty-Five Years, A 
Long Business Indicator, and Sequences 
Within Cycles. 

Colonel Ayres is vice-president of 
The Cleveland Trust Company, Cleve- 
land, O., editor of that bank’s well- 
known monthly Business Bulletin, chair- 
man of the ABA Economic Policy Com- 
mission, and, the author of numerous 
books and monographs. 


CONSUMER CREDIT AND ECONOMIC STAa- 
BILITY. By Rolf Nugent. New York: 
Russell Sage Foundation. 1939. Pp. 
420. $3.00. 


Dr. NuGENT, director of the department 
of consumer credit studies for the Rus- 
sell Sage Foundation, outlines the re- 
markable growth of consumer credit in 
the United States from the first half of 
the nineteenth century, when it consisted 
largely of the “open-book” credit of the 
country storekeeper and the Yankee 
peddler, to its highly organized present 
forms typified by instalment financing, 
small loan agencies, and intermediary 
agencies. 

The forms of consumer credit ana- 
lyzed in this book include instalment 
and open-hook sales credit, cash loans, 
and credit for personal service such as 
medical and hospital care, but exclude 
real estate mortgages. The total amount 
of this credit, estimated at about 4.4 bil- 
lion at the close of 1923, rose to 8.3 
billion dollars at the close of 1929. The 
depression caused a sharp drop to about 
4.6 billion in the spring of 1933, after 
which the credit total began to rise at 
an accelerating pace until it exceeded 
8.5 billion in August, 1937. Recent 
cycles of depression and recovery are 
examined, with allowance for other 
known factors, in the light of the newly 
measured fluctuations in consumer 
credit. 

Dr. Nugent believes the destructive 
potentialities of credit fluctuations can 
be minimized, and economic stability 
can perhaps be positively promoted, by 
suitable national control through the 
Federal Reserve system of down pay- 
ments and periods of liquidation for in- 
stalment purchases of the principal 
types of consumer durable goods. 
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THE Ess and FLow oF INVESTMENT 
VaLuEs. By Edward S. Mead and 
Julius Grodinsky. New York: D. Ap- 
pleton-Century Company. 1939, Pp. 
513. $5.00. 


RECOGNIZING the tremendous change 
from a scarcity economy to a surplus 
economy since 1929, Drs. Mead and 
Grodinsky have discussed and outlined 
in this book a new and revolutionary 
theory of investment values and invest- 
ment policy. First they determine the 
movement of profits in the leading in- 
dustries over a period of time sufficient 
to establish comparative trends. The 
result of this examination is an illumi- 
nating classified list of industries into 
those whose profits have been increas- 
ing and those whose profits have been 
decreasing. The authors then apply 
these findings to the art of investment, 
first in the purchase of securities, and 
second in their sale after the facts of 
latent obsolescence and the various 
symptoms of decay become apparent. 
Finally, suggestions are made on how 
investment risk can be reduced to a 
minimum, with explanations of how to 
detect symptoms of decay, how to choose 


between industries, companies and secu- 
rities, and how to preserve the value 
of investments. 

Dr. Mead is professor of finance in 
the Wharton School of Finance and 
Commerce, University of Pennsylvania; 
and Dr. Grodinsky is assistant professor 


of finance in the same institution. The 
former is the author of the books, 
“Corporation Finance,” “Trust  Fi- 
nance,” “The Careful Investor.” and 
others; while the latter wrote “Railroad 
Consolidation.” 


RECONSTRUCTION FINANCE CORPORATION 
LOANS TO THE RatLRoaps, 1932-37. 
By Herbert Spero. Cambridge, Mass. : 
The Bankers Publishing Company. 
1939. Pp. 179. $3.50. 


Errects of Federal credits to the na- 
tion’s railroads are well described in 
this searching investigation of RFC loan 
policy. The futility of a program of 
liberal accommodation is concluded 
from a review of the cases of seven 


weaker systems which were forced to file 
under Section 77 of the National Bank- 
ruptcy Act. The Chicago & Northwest- 
ern, the St. Paul and the New Haven 
receiverships are among those receiving 
detailed treatment. 

The author traces the factors respon- 
sible for the financial embarrassment 
of the railroad industry and discusses 
pre-RFC efforts to alleviate its difficul- 
ties. He then points out that the RFC, 
originally conceived as a “stop-gap” 
or emergency agency, was only intended 
to lend assistance of a temporary nature. 
How that institution experienced a 
gradual transition in attitude and func- 
tion, and the many varied uses for 
which it subsequently lent its funds, are 
also described. 

According to Mr. Spero, the liberal 
loan policy of this credit institution has 
had certain deleterious effects. Banking 
uncertainty was prolonged through “the 
agony of constantly impending bank- 
ruptcy” facing many roads. In addi- 
tion, carriers which continued to avert 
insolvency through the use of Govern- 
ment funds were forced to maintain 
policies of strict economy in order to 
meet interest charges and maturing ob- 
ligations. “Work” and _ construction 
loans, as well as accommodations 
granted to finance additions and better- 
ments, tended to stimulate industrial ac- 
tivity; but, contrasted with the tre- 
mendous amounts of deferred expendi- 
tures that were withheld while individ- 
ual lines strove to carry excessive debt 
burdens, such totals were insignificant. 

This volume confirms well founded 
doubts regarding the soundness of RFC 
policy. From a survey of the cases at 
hand, it can only be concluded that both 
the carriers and security holders, gen- 
erally, would have been much better off 
had stricter loan requirements been ob- 
served. From a political point of view, 
of course, a hardheaded program was 
not expedient. 

The question of forthcoming Govern- 
ment ownership is raised by Mr. Spero 
who points out that the Finance Cor- 
poration’s loan policy has made the 
Government an influential factor in 
railroad reorganization activities. Both 
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the railroad investor and student will 
find this work a calm, objective survey 
of considerable merit. 


THe ComPLeTE Desk Book. By C. O. S. 
Mawson and John Robson. New 
York: Thomas Y. Crowell Company. 
1939. Pp. 374. $2.50. 


VIRTUALLY cyclopedic in scope, this 
practical manual disposes of hundreds 
of style snags pertinent to grammar, 
spelling, punctuation, italics, capitaliza- 
tion, wherever possible pointing out the 
common sense behind prevailing usage, 
and stating the “wherefores” in terse, 
lively manner. It should prove of real 
value to many individuals and depart- 
raents in the bank—to advertising men, 
officers or department managers who 
dictate letters, secretaries, typists, li- 
brarians, and to those writing or edit- 
mg a book or other publication. 
Chapters are devoted to: The Ameri- 
can Language as a Basis for Style, Mis- 
uses of Grammar, Spelling. Abbrevia- 
tions, The Practice of Punctuation, The 
Importance of Form in Correspondence, 
Capitalization, The Use of Italics, The 
Use of Figures and Numerals, Com- 
pounding, Word Division, The Re- 
searcher’s Sourcebooks, Transliteration 
and Foreign Languages, Preparing an 
Index, Mechanical Essentials of Prepar- 
ing Manuscript, The Parts of a Book 
—Their Form and Function, The Craft 
of Reading Proof, Typography and De- 
sign, Transition to Type and to Paper. 


THe Fate or Man. By H. G. Wells. 
New York: Alliance Book Corpora- 
tion. 1939. Pp. 263. $2.50. 


DEALING in a forthright manner with 
present day realities, this book sums up 
the world situation and sets out in full 
the social, political, and scientific im- 
plications of the Wellsian philosophy, 
interspersed with keen analyses of world 
personalities, movements, and trends. 
“Adapt or perish, that is and always 
has been the implacable law of this 
changing universe,” contends Wells as 
he explains why we must adapt, and 
how, and what are the forces of reaction 
which hinder us. He outlines the essen- 


Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 
New Yorx 


630 Fifth Ave. 
International Bldg., Rockefeller Center 
66 Court Street 
Baltimore Life Building 
30 North Michigan Avenue 
Leader Building 

David Whitney Building 

. 15th Street 

Grant Building 

115 Connecticut Avenue 


BALTIMORE. 


PITTSBURGH 
WASHINGTON 


tials of democratic life—the rule of law, 
equalitarianism and cosmopolitan out- 
look, collective economy or socialism, 
universal education. He points out that 
the only alternative to totalitarian dic- 
tatorship, which is socialism in the dark, 
is a scientifically directed democracy, or 
socialism in the light. 

In the second half of the book he 
subjects to searching analysis the world 
movements of today—Catholic Chris- 
tianity, British Imperialism, Nazism, 
Communism, Japanese Shintoism, Amer- 
ican New Dealism, Jewish Zionism, es- 
timating their possibilities for good and 
ill. He puts forward no panacea, no 
cure-all, but insists that there is little 
time for delay—that to avoid disaster 
we must take thought and act now. 


TipEs IN THE AFFAIRS OF MEN. By 
Edgar Lawrence Smith. New York: 
The Macmillian Company. 1939. 
Pp. 178. $2.00. 


In this book the author presents consid- 
erable data, including twenty-five charts 
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and twenty-one graphic tables, to back 
up his belief in a tidal ebb and flow of 
mass psychology as a fundamental fac- 
tor in the business cycle. Changes in 
mass viewpoint (recorded in the major 
swings of stock price movements) are 
seen by Mr. Smith to be associated in 
time with changes in atmospheric en- 
vironment. Measures of these environ- 
mental changes recorded in weather 
data, according to his research, are 
found to foreshadow important eco- 
nomic changes, which current com- 
mentators failed to explain satisfactorily 
even after they had occurred. 

The first part of the book deals with 
“The Recurrent Decennial Pattern in 
Stock Price Movements” since 1881, 
with scattered evidence that the pattern 
has appeared from time to time at least 
since 1636. The second part sets forth 
and examines an hypothesis of “Solar- 
Economic Relationships and _ Their 
Measure in Terms of Weather Data.” 


Monetary EXPERIMENTS. By Richard 
A. Lester. Princeton, N. J.: Prince- 
ton University Press. 1939. Pp. 316. 
$3.50. 


In a foreword to this book of compari- 
son between early American and recent 
Scandinavian efforts to overcome de- 
pressions, E. W. Kemmerer suggests: 
“The principles of money have been 
discovered largely in the laboratory of 
history and are constantly being tested 


by practical experience. Consequently, 
a study of the experiences with money 
and monetary policy in the North 
American colonies and in the Scandi- 
navian countries should not only be of 
interest to the layman but also of value 
to students of monetary science. Diverse 
conclusions can of course be drawn 
from the experiments that Professor 
Lester has so carefully analyzed. The 
experience of Norway and Denmark 
during the 1920’s, after returning to the 
gold standard at pre-war parity, clearly 
indicates the dangers in stabilizing cur- 
rencies at inappropriate rates of ex- 
change. The discussion of the Swedish 
attempt at ‘managed money,’ a study 
that has been praised by Swedish econo- 


mists for its thoroughness and impar- 
tiality, shows that this experiment has 
not been as successful as some people 
in this country have claimed.” 

The author is assistant professor of 
economics at the University of Washing- 
ton, has published numerous articles on 
money and banking, and spent several 
months of research, interviewing econo- 
mists, bankers, and government officials 
in Norway, Sweden, and Denmark in 
preparation for this book. 


EXPENDITURES IN THE 
Unitep States. By National Re- 
sources Committee. Washington, 
D. C.: U. S. Government Printing 
Office. 1939. Pp. 195. 50 cents. 


BasED primarily on data obtained in 
the study of consumer purchases, a 
nation-wide Works Progress Adminis- 
tration project conducted by the Bureau 
of Home Economics. and the Bureau of 
Labor Statistics with the codperation of 
the National Resources Committee and 
the Central Statistical Board, this is a 
companion volume to the study of “Con- 
sumer Incomes” published last year, 
and contains much of real interest to 
bankers and businessmen. 

It shows how families and individuals 
in different income groups spend their 
incomes, and presents a broad national 
picture of the division of expenditures 
for the major classes of consumer goods 
and services. The first section is de- 
voted to “Average Patterns of Consumer 
Spending,” and the second to “National 
Consumption in 1935-36.” Numerous 
statistical tables for reference use are 
given, and a detailed analysis of the 
effect of size and distribution of income 
on national consumption. 


CoNSUMER 


THE GOVERNMENT AT YOUR SERVICE. 
By Archie Robertson. Boston, Mass.: 
Houghton Mifflin Company. 1939. 
Pp. 340. $2.75. 


WRITTEN by a newspaperman with years 
of experience in various Government 
departments, this book provides an ex- 
pert guide to the amazing array of Fed- 
eral services today. 

Unlike other books on the Govern- 


60 THE BANKERS MAGAZINE for January, 1940 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 
McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


ment, the information is arranged by 
subject rather than by department, so 
the reader finds, in one place, all the 
services of a particular nature offered 
by the many different agencies. 

Chapters include: The American 
Home, The Public Health, Toward 
Workers’ Security, Business and Gov- 
ernment, Using Land and Water, The 
Farm Government, Youth and Educa- 
tion, Federal Arts and Sciences, Na- 
tional Defense, The American Dollar, 
Federal Justice; By Land, Sea and Air 
(Communication and Transportation) ; 
For Veterans, For the Handicapped, and 
For Indians; etc. 


Woe Unto You, Lawyers! By Fred 
Rodell. New York: Reynal & Hitch- 
cock. 1939. Pp. 274. $2.50. 

WRITTEN by a Yale University professor 

of law, this book is, as the jacket well 

describes it, a “lusty, gusty attack on the 
law as a curious, antiquated institution 
which, through outworn procedures, 
technical jargon and queer mummery, 
enables a group of medicine-men to 
dominate our social and political lives 
and our business, to their own gain.” 
Sharply and incisively written, the 
book proceeds to quote chapter and 
verse to support the author’s thesis. 

Chapters include: Modern Medicine- 

Men, The Law of the Lawyers, The Law 

at Its Supremest, No Tax on Max, The 

Law and the Lady, Fairy-tales and 

Facts, More About Legal Language, In- 

cubators of the Law A Touch of Social 

Significance and Let’s Lay Down the 

Law. 


New York City 


BOOKLETS 


Tue Evropean War anv THE GoLp Pros- 
LEM. New York: Institute of Interna- 
tional Finance of New York University. 
1939. Pp. 19. 

Sections are devoted to: The Gold Problem 

Up to the Outbreak of the European War 

in September 1939, Gold Under War Emer- 

gency Regulations, and The Scope of the 

Problem. Attention is directed particu- 

larly to the problems of redistribution of 

gold, and the possibility of reestablishing 
some kind of international gold standard 
with prospects for its maintenance. 


Weattu, WELFARE or War: Tue CHancine 
Rote oF Economics 1x Nationar Poricy. 
By M. J. Bonn. New York: Columbia 
University Press. 1939. Pp. 50. 75 
cents. 

Formine part of a series of monographs 

published by the International Institute of 

Intellestual Cooperation, this paper was 

written in reply to the question: “What are 

the fundamental reasons why economic 

policy has become a so much more im- 

portant instrument of national policy?” 
In analyzing the problem, Professor Bonn 

includes chapters on: National Policy and 

Economic Policy, The Rise of Economics, 

The Passing of Religious and _ Political 

Issues, Historic Materialism, Reactions, The 

Antinomies of the Great War, and The 

Interplay of Wealth, Welfare and War. He 

points out the fact that “practical economic 

necessities—scarcity as well as _ plenty— 
have made intervention inevitable, whether 
purely experimental or would-be scientific. 

Searcity has forced intervention on govern- 

ments and plenty has given them sufficient 

scope for an experimentalism which does 
not much worry about consequences.” 

New York: Insti- 

of New 


SratisticAL BuLietin. 
tute of International Finance 
York University. 1939. Pp. 24. 

Contents include comparative (1938-1939) 

tables, including: Foreign-Exchange Rates, 
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Discount Rates of Central Banks, Short- 
Term Interest Rates, Long-Term Interest 
Rates, Reserve Position of Central Banks, 
Indices of Stock Prices, Gold Movements, 
Capital Issues, Wholesale Prices Indices, In- 
dices of Industrial Production, Unemploy- 
ment, Foreign Trade, Indices of the Cost 
of Living, etc., for the United States and 
foreign countries from which such figures 
are available. 


Wuar Witt Soctat Securtry MEAN To You? 
By Bion H. Francis. Cambridge, Mass.: 
American Institute for Economic Re- 
search. 1939. Pp. 96. $1.00. 

Tue purpose of this booklet is to interpret 

and clarify an intricate law, and to point 

out how it will affect employer, employee, 
and the general public. The author has 
also attempted to indicate those serious 
defects in the Social Security Act which 
make important changes necessary if seri- 
ously adverse effects are to be avoided. 
Chapters include: What Will Social Secur- 

ity Mean to You? Social Security and 
Your Insurance and Retirement Plans, 
Unemployment Insurance, The Business 
Point of View, Public Health and Assist- 
ance, and The Future of the Social Secur- 
ity Act. Among the more valuable features 
of the booklet are the specific examples 
showing how anyone may take pencil and 
paper and not only compute the benefits 
which he or his family may receive, but also 
the effects that such benefits will have on 
his present insurance and retirement pro- 
gram. 


WitiiaMm J. Baxter on How to Survive THE 
Cominc Breaxpown. By Walter E. Inger- 
soll. New York:. Baxter International 
Economic Research Bureau. 1939. Pp. 
61. $1.00. 

Written as an “appraisal of minority opin- 

ion in a changing world from the viewpoint 

of businessman and investor,” by a client 
of the Baxter Service, this booklet describes 
the service and contains a statement by Mr. 

Baxter on the “Baxter Formula for Sur- 

vival.” 


BOOKS RECEIVED 


The following books, and others, will be 
reviewed in the February issue of THe 
Banxkers MAGAZINE: 


Bustness Cycies 1n THE Unttrep States oF 
America: 1919-32. By J. Tinbergen. New 
York: Columbia University Press. 1939. 
Pp. 244. $1.25. 


New Ewnctanp Community  STAartistTicat 
Asstracts. By Ralph G. Wells and John 
S. Perkins. Boston, Mass.: Boston Uni- 
versity College of Business Administra- 
tion. 1939. Pp. 368. $3.50. 


EncuisH Tueortes oF CENTRAL BANKING 
Controt: 1819-1858. By Elmer Wood. 
Cambridge, Mass.: Harvard University 


Press. 1939. Pp. 250. $5.00. 


Frxvanctnc Economic Securiry IN THE 
Unrreo Srates. By William Withers. 
New York: Columbia University Press. 
1939. Pp. 210. $2.75. 


FinanciaL StraTremMent AwnaAtysis. By John 
N. Myer. New York: John N. Myer, Col- 
lege of the City of New York. 1939 Pp. 
270. $3.25. 


GOVERNMENT AND BuwsineEss. 
Hall. New York: 
Company. 1939. 


By Ford P. 
McGraw-Hill Book 
Pp. 455. $4.00. 


JourNAtL As AmpassAnor TO Great Britain. 
By Charles G. Dawes. New York: The 
Macmillan Company. 1939. Pp. 442. 
$5.00. 


Tue Economics oF A Dectintnc Poputa- 
tion. By W. B. Reddaway. New York: 
The Macmillan Company. 1939. Pp. 270. 
$2.50. 


© 
PERSONAL LOANS LOGICAL 


Is it not logical for banks to adjust 
their methods to the present-day busi- 
ness economy by entering the retail 
money market via time sales financing 


and personal loans? 

Briefly, this business can do a great 
deal more than directly increase bank 
earnings—it can favorably affect their 
earning power because of its goodwill 


building possibilities. Here you serve 
the small depositor who is the lifeblood 
of the bank, and by doing so you jus- 
tify, in his mind, its continued exist- 
ence as a private enterprise. The prob- 
lem of preserving the element of pri- 
vate enterprise in banks. is of para- 
mount importance in the U. S. today. 
and consumer credit’s contribution to 
its solution is twofold in that it en- 
hances the banks’ earning power, and 
at the same time creates greater public 
acceptance. 

I think those banks properly engaged 
in extending consumer credit are doing 
a great service to the banking industry 
as a whole if for no other reason than 
for their contribution in preserving the 
element of private enterprise in bank- 
ing.—Kenton R. Cravens, Vice-Presi- 


dent, The Cleveland Trust Company. 
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PROSPECTS FOR 1940 


By Leonarp P. Ayres 


Vice-President, The Cleveland Trust Company, Cleveland, O. 


USINESS men expect commentators 
B to make forecasts during the clos- 

ing weeks of each year. In con- 
formity with that tradition the writer 
of The Cleveland Trust Company Busi- 
ness Bulletin ventures to make the fol- 
lowing comments based on his personal 
opinions concerning possible develop- 
ments next year, even though he has 
already stated that the war and the com- 
ing political campaign make confident 
forecasting impossible. 

It seems probable that in 1940 the 
volume of industrial production, which 
was about 105 this year, will be about 
110, and that its average for the year 
will not vary from that level by 10 per 
cent. 


National income, which will be about 
69 billions in 1939, will probably be 
about 71 billions in 1940, and not over 
3 per cent above or below that total. 


Contracts for new building will prob- 
ably be larger than those of any pre- 
vious recovery year, and the largest 
since 1930, but not as large as those 
of that year. 


The accompanying comments 
on business prospects for 1940 
are a portion of Col. Ayres’ re- 
cent address before the Cleve- 
land Chamber of Commerce. 

Col. Ayres is editor of The 
Cleveland Trust Company’s 
monthly Business Bulletin, and 
author of the recently published 
book ‘‘Turning Points in Busi- 
ness Cycles.’’ 


It seems likely that merchandise im- 
ports will be lower than in 1939, and 
exports probably higher. 

Department store sales may be ex- 
pected to be higher than those of 1939, 
but lower than those of 1937. 

Railroad freight loadings will prob- 
ably be larger than those of 1939, but 
larger by less than 10 per cent. 

Outputs of iron and steel in 1940 wil! 
probably not vary by more than 12 pei 
cent from those of 1939. 

Automobile production seems likely 
to be within 10 per cent of that of 1939. 

It seems quite improbable that com- 
modity price inflation will develop in 
this country in 1940. 

Among industries likely to make new 
all-time high records in 1940 are petro- 
leum refining, output of electric power. 
tobacco products, and the production of 
airplanes. 

The total of wage payments reached 
in 1937 their highest levels since the 
bottom of the depression, and in 1940 
they will probably be within 4 per cent 
of those of 1937. 


Economic Education Progress 


In 1940 we shall make rapid progress 
in our economic education. We shall 
choose a President not only over our 
politics, but also over our economics. 
Unless we receive large war orders we 
shall know the result of our second 
great experiment in pump-priming. By 
a year from now we shall probably 
know fairly well whether in the future 
the flow of new funds that is required 
to keep our economy from stagnating 
is to come in the years ahead from 
Government subsidies or from private 
investments. 
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Capital-Deposit Ratio Fallaey 


By Horace SECRIST 


Professor of Economics and Statistics, Northwestern University, Chicago 


(Note: Recent stress placed by Washing- 
ton authorities upon the old rule of thumb 
calling for banks maintaining a capital 
structure of at least 10 per cent of their 
deposit liabilities makes the following item 
of timely significance. It is an excerpt from 
the book “National Bank Failures and Non- 
ailures,’ by Horace Secrist, professor of 
cconomics and statistics at Northwestern 
University, and was published by The Prin- 
cipia Press, Bloomington, Ind. In this ex- 
cerpt, Dr. Secrist summarizes his findings 
on the subject of ratios of total capital 
funds to total deposits after an exhaustive 
study of the life histories since 1920 of 741 
individual national banks which failed in 
the years 1925, 1929, 1930, 1931, and 1932, 
and of 111 which did not fail prior to 1933.) 


ONVENTIONAL thought supports 

the belief that banks fail because 

their capital structure is inadequate 
to support their deposit liabilities. In- 
deed, it is not infrequently claimed that 
a ratio of at least 10 per cent should 
obtain for safety, the implied assump- 
tion being that the higher the ratio the 
less the chance of failure. The facts 
seem to be otherwise. An analysis of 
6,784 ratios of failing national banks 
from 1921 to the year immediately be- 
fore failure, and of 1,221 ratios from 
1921 to 1931, inclusive, for national 
banks which did not fail, gives conclu- 
sive evidence that such beliefs are with- 
out foundation. From a comparative 
study of the average and prevailing 
ratio-levels for such banks en masse and 
individually it is concluded, among 
other things, as follows: 


Conclusions from Study 
First: The ratios are lower for non- 


failures than for failures, and the earlier 
the time of failure the higher the aver- 


age and prevailing levels. Differences 
of this order appear several years in 
advance of failure for the institutions 
which “die,” and obtain over most of 
the period since 1920 during which com- 
parisons can be made of the average 
and prevailing levels for failures and 
survivors. 

Second: The assertion that banks in 
order to remain solvent must have a 
ratio of at least 10 per cent is illusory. 
From 29 to 54 per cent of the national 
banks failing in 1932, the life-histories 
of which are studied from 1925 to 1931, 
have ratios in excess of 20 per cent. 
The corresponding proportions for the 
failures in 1931, 1930, and 1929 are, 
respectively, as follows: 26 to 42; 29 
to 38; and 27 to 42. Such a level is 
double that conventionally held to be 
safe. According to this standard the 
“safest” institutions are those first to 
fail, and the longer banks continue to 
operate, the less secure they appear to 
be. Something is obviously wrong with 
such reasoning. The error lies in posit- 
ing @ priori such a standard. 

Third: Neither relatively high ratios 
nor relatively low ratios are the occa- 
sions of bank failures. At no time are 
the capital funds of a bank sufficient to 
liquidate its deposit liabilities. Such 
funds are provided to establish confi- 
dence and as a basis for inviting de- 
posits. If confidence is undermined, it 
takes more than a “high” ratio of capi- 
tal funds to deposit liabilities to restore 
it. . 
Fourth: Relatively high (low) ratios 
for failures (non-failures) are independ- 
ent of the location of the institutions, 
and of the statistical methods used to 
determine them. 
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14.000 Loans Per Hour by Banks 


By Ropert M. Hanes 


President, American Bankers Association, and President, Wachovia Bank & Trust 
Company, Winston-Salem, N. C. 


HE commercial banks of this coun- 
howe made 7,369 new loans to busi- 

ness organizations and individuals 
throughout the country during every 
banking hour between January 1 and 
June 30, and renewed 7,252 outstand- 
ing loans during every banking hour. 
In addition, the banks made 163 new 
mortgage loans during every banking 
hour in the same period. This is a 
total of 14,784 credit extensions to busi- 
ness firms and individuals by commer- 
cial banks for every banking hour dur- 
ing the first half of 1939. 

Six thousand banks, or 41 per cent 
of the commercial banks of the country, 
have replied to a questionnaire sent out 
by the American Bankers Association’s 


research council. These 6,000 banks re- 
ported that they made: 5,747,976 new 
loans totaling $10,083,449,563; 5,656,- 


ROBERT M. HANES 


408 renewals of loans totaling $7,618,- 
543,520; 127,389 mortgage loans total- 
ing $412,018,339. 

This is a total of 11,531,773 credit 
extensions totaling $18,114,011,422 
made between January 1 and June 30, 
1939, by 41 per cent of the country’s 
commercial banks. It is quite evident 
that if we add the credit extensions of 
the other 59 per cent, we have a stag- 
gering and almost unbelievable total. 

If every thinking citizen of America 
were made aware of that one fact we 
would hear little more of these demands 
for additional Government lending 
agencies. 

The impression has been generally 
established that banks are not making 
loans, and proposals are being made to 
Congress for the creation of Govern- 
ment agencies to take over this func- 
tion. Fortunately, the implications of 
these proposals are becoming increas- 
ingly appreciated by businessmen. Evi- 
dence of this may be found in a reso- 
lution adopted by the National Small 
Businessmen’s Association convention 
last October: © 

“We oppose the use of national credit 
for subsidizing irisolvent business. We 
believe that ‘there is no demand for le- 
gitimate bank credit that our banks are 
not eager to meet. Adequate funds for 
the capital requirements of small busi- 
ness and for new enterprise would be 
immediately available if the present tax 
structure were altered to permit their 
normal employment without penalty: 
if the rulings of the bank examining au- 
thorities were liberalized to permit the 
free exercise of experienced banking 
judgment.”—From an address at the 
annual forum dinner, New York Chap- 
ter, A. I. B. 
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Commercial Bank Lending Activity 
ABA Survey 


HE following is a tabulation of preliminary estimates resulting from a recent survey 
Tor commercial bank lending activity made by the American Bankers Association. It 
indicates the approximate number and amount of new loans and renewed outstanding 
loans made to business firms and individuals during the first six months of 1939. These 
estimates are based on reports received from a representative number of ABA member 
banks in each state, making due allowance for concentration of lending activities in the 
larger cities of each state. The figures given do not include new mortgage loans to home 
and other real estate owners. 


New Loans Renewed Loans 
Number Amount Number Amount 


\labama 275,000 $ 140,000,000 190,000 $ 200,000,000 
\rizona 35,000 30,000,000 9,000 14,000,000 
\rkansas 140,000 40,000,000 50,000 36,000,000 
California 510,000 650,000,000 160,000 500,000,000 
Colorado 110,000 60,000,000 50,000 65,000,000 
Connecticut 100,000 140,000,000 200,000 250,000,000 
Delaware .. 4 11,000 21,000,000 45,000 32,000,000 
Dist. Columbia 36,000 37,000,000 44,000 41,000,000 
ilorida 110,000 70,000,000 65,000 40,000,000 
Georgia 300,000 130,000,000 275,000 180,000,000 
idaho 45,000 14,000,000 21,000 10,000,000 
illinois 410,000 1,175,000,000 340,000 620,000,000 
Indiana .. 290,000 160,000,000 330,000 220,000,000 
lowa .. 4.00,000 200,000,000 200,000 110,000,000 
Kansas sees «: 280000 85,000,000 280,000 120,000,000 
Kentucky ee 200,000 120,000,000 350,000 220,000,000 
[.ouisiana 110,000 150,000,000 90,000 160,000,000 
Maine 38,000 34,000,000 68,000 52,000,000 
Maryland 50,000 60,000,000 180,000 160,000,000 
Massachusetts* 210,000 530,000,000 200,000 430,000,000 
Michigan .... 425,000 280,000,000 410,000 315,000,000 
Minnesota 400,000 250,000,000 250,000 175,000,000 
Mississippi 160,000 50,000,000 90,000 70,000,000 
Missouri 260,000 275,000,000 230,000 250,000,000 
Montana 50,000 20,000,000 18,000 10,000,000 
Nebraska 225,000 88,000,000 240,000 102,000,000 
Nevada ; 10,000 5,000,000 2,000 2,000,000 
New Hampshire 36,000 26,000,000 53,000 41,000,000 
New Jersey 250,000 225,000,000 600,000 550,000,000 ° 
New Mexico .. 35,000 15,000,000 22,000 12,000,000 
New. York 1,000,000 4,500,000,000 1,000,000 1,500,000,000 
North Carolina 220,000 100,000,000 215,000 245,000,000 
North Dakota 70,000 15,000,000 20,000 10,000,000 
Ohio ois, 340,000 380,000,000 420,000 450,000,000 
Oklahoma 340,000 90,000,000 150,000 120,000,000 
Oregon dca ; 140,000 118,000,000 38,000 39,000,000 
Pennsylvania 465,000 750,000,000 1,750,000 1,680,000,000 
Rhode Island* 19,000 40,000,000 27,000 64,000,000 
South Carolina 120,000 50,000,000 85,000 45,000,000 
South Dakota 100,000 19,000,000 40,000 15,000,000 
Tennessee 160,000 100,000,000 360,000 260,000,000 
850,000 580,000,000 575,000 725,000,000 
+ ae 28,000 19,000,000 11,000 23,000,000 
Vermont 37,000 11,000,000 85,000 37,000,000 
Virginia .. ..-. 250,000 200,000,000 900,000 800,000,000 
Washington 170,000 125,000,000 65,000 105,000,000 
West Virginia 90,000 60,000,000 300,000 300,000,000 
Wisconsin : 215,000 180,000,000 280,000 340,000,000 . 
Wyoming : 25,000 10,000,000 11,000 8,000,000 ° 


“Revised from previously released estimate. 
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Banker - Statesman - Politician 
Co-operation Needed 


By James GraFTON RocERS 


Master of Timothy Dwight College, and Professor of Law and Government, 
Yale University 


HE maintenance of a sound credit 

and currency system in the United 

States is of more importance to the 
welfare of the masses of our people, 
to the farmer and the factory worker, 
than almost anything in our national 
policy. The level of taxation is not 
nearly so important. The regulation of 
business is relatively a minor matter. 
Our standard of living, based on active 
production, is indeed the child of our 
credit and currency system. Nearly 
everything America hopes for and 
values is dependent on the maintenance 
on sound lines of the system managed 
by the banking profession. The poli- 
tician and the Government expert can- 
not be trusted with this vital concern. 
They see the scene from a particular 
angle. They are occupied with their 
own problems, like those of floating 
bond issues and conducting diplomacy 
and pleasing constituents in some dis- 
tant state. 

My thought is; therefore, that it is 
time the banker really took up the white 
man’s burden. Tha plea must be based 
on the wider interests of the bankers as 


‘I do not welcome with any 
warmth the politician in the 
banking house, but I recognize 
that he is there and it is time we 
tried to get along with him and 
to understand and guide him,’’ 
suggests Dr. Rogers in the ac- 
companying portion of his re- 
cent address at a New York City 
Chapter A. I. B. Forum. 


a whole, on the welfare of the country, 
and on the dignity and pride of the 
banking profession. I cannot pretend 
for a moment that an individual banker 
will serve his immediate interests by 
knowing more about national and po- 
litical affairs than he does about mort- 
gages and collateral notes, but even the 
banker in a farming community of lowa 
vr an industrial community of Massa- 
chusetts realizes that somebody must at- 
tend to these matters and that no one 
is so well equipped as his own fra- 
lernity. 


What Is Needed 


More concretely, it seems to me the 
time has come for the institutes and as- 
sociations of banking to undertake the 
thoughtful investigation and - guidance 
of our governmental policies by setting 
up machinery to accomplish these ends. 
So far we have only here and there in- 
dividual commentators. We need insti- 
tutes where statesmen and bankers and, 
if need be, politicians join and co- 
operate. We need not distant sharp- 
shooting at Washington, but an attempt 
to explore with Washington the things 
which ,press upon it, the needs it has 
to meet, the policies it thinks must be 
achieved. Many of these policies and 
needs find me cold and unsympathetic, 
but I recognize their reality. I do not 
welcome with any warmth the politician 
in the’ banking: house, but I recognize 
that he is there and it is time we tried 
to get along-with him and to understand 
and guide him in perhaps the most sen- 
sitive field of business’ ¢orinected with 
the welfare of the American Republic. 
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Trade and Credit 
Problems of Latin Ameriea 


The Guaranty Survey, Guaranty Trust Company of New York 


governmental and private agencies 

in this country to foster trade ex- 
pansion between the United States and 
Latin America reflect the general belief 
that the outbreak of war in Europe has 
creatly increased the opportunities for 
such expansion. Whether an increase 
of comparable magnitude to that which 
resulted from the World War will take 
place in the course of the present war 
is, of course, a matter of conjecture. 
Some of the conditions essential to. such 
an increase exist. But to take full ad- 
vantage of these opportunities will in- 
volve serious difficulties. The Latin- 
(merican countries have no large gold 
reserves, except Argentina, which is re- 
ported to have more than $400,000,000 
in gold or supplies of foreign exchange. 
Uruguay has about $68,000,000 and 
Venezuela about $40,000,000. Most of 
the Latin-American countries have suf- 
fered in recent years from a chronic ex- 
change shortage—a situation that has 
led to rigid exchange controls, formid- 
able trade barriers, and defaults on for- 
eign obligations. Although Latin 
America as a whole has an export sur- 
plus in its trade with other countries, 
this does not represent excess purchas- 
ing power that can be used to pay for 
increased imports; for in some cases the 
entire surplus, and more, is needed to 
meet interest and dividend payments on 
external obligations and returns on di- 
rect foreign investments in Latin 
America. 


geese steps taken recently by 


The Question of Payment 


The crucial question, therefore, is how 
the Latin-American. nations can pay for 
the supplies from this country that they 
unquestionably need. Some of the major 


products of Latin America, such as 
wheat, corn, meat, and cotton, are com- 
modities of which the United States al- 
ready has an ample supply, and in some 
cases an unwieldy surplus. Others, like 
sugar and coffee, are taken by this coun- 
try in huge amounts; but the possibil- 
ities of further large increases in con- 
sumption in the near future appear to 
be limited. Among other products that 
have been suggested as possible means 
of building up supplies of dollar ex- 
change are wool, hides, linseed, canned 
meats, quebracho extract (for tanning 
and conditioning leather), and certain 
fruits that are non-competitive with our 
own products or only partially competi- 
tive because of differences in seasons. 
To what extent the United States will 
find it possible to increase its imports 
of-these and other Latin-American prod- 
ucts will’ depend partly on the trend 
of business at home. Recent reports of 
gathering opposition to further exten- 


‘sion of the trade agreements act suggest 


that any attempt to pave the way for 
larger imports of competitive products 
under present conditions may encounter 
strong resistance. But if business con- 
ditions in the United States should im- 
prove sufficiently to remove agricultural 
surpluses and unemployment as serious 
domestic problems, it is likely that the 
country would become much more re- 
ceptive to an expansion of import trade 
than it is at present. 


Credit Problems 


As-a means of circumventing the im- 
port. problem, the question of credits to 
Latin America has, of course, been con- 
sidered. But here, again, serious diffi- 
culties arise. A large part of the Latin- 
American indebtedness to this country 


THE BANKERS MAGAZINE for January, 1940 69 





is in default. Our security investments 
in Latin America are estimated at 
$1,346,210,000, of which the amount in 
complete default is placed at $531,000,- 
000, or 39 per cent. Only three Latin- 
American nations—-Argentina, Haiti, 
and the Dominican Republic—are now 
paying full interest on their public ob- 
ligations held in this country. Venezuela 
has no foreign indebtedness. Although 
the provisions of the Johnson Act and 
the Neutrality Act do not apply to 
Latin-American nations, since those na- 
tions are not belligerents and their de- 
faulted obligations are not held by the 
United States Government, the numer- 
ous defaults of recent years have natur- 
“ally affected the ability of those coun- 
‘tries to borrow abroad. At the same 
time, unsettled world conditions have 
made most investors in the United States 
reluctant to risk their funds in foreign 
obligations. 

More than 70 per cent of the total 
financial stake of the United States in 
Latin America consists of direct invest- 
merits—that is, of holdings of actual 
physical .property, rather than secu- 
rities. On such investments, default in 
the ordinary sense is impossible. But 
its’ equivalent in the form of expropria- 
tion, which has been resorted to in two 
ébuntries, has perhaps struck an even 
more serious blow at the foundations of 
international credit than default itself. 
Until the questions of expropriation and 
of defaulted obligations are satisfactor- 
ily settled, the foreign exchange situa- 
‘tion will probably continue to present 
‘a formidable obstacle to large-scale ex- 
.pansion of our trade with Latin America, 


“Aspects of the Credit Question 


Several possible forms of credit have 
been proposed. One is lending by our 
Government for the purchase of gold to 
provide a basis for financial rehabilita- 
tion and currency stabilization. Another 
consists of short-term or intermediate 
‘credits extended by public or private 
agencies to finance exports and imports. 
‘A third is long-term investment in secu- 
‘rities or physical property to facilitate 
economic development. 


These various forms of credit are very 
different in their potential effects on 
trade expansion. Governmental gold 
loans, while they may be helpful in the 
rebuilding of financial structures, have 
only an indirect influence on trade; for, 
as long as the borrowing nation holds 
the gold as a currency and banking re- 
serve, it has acquired no new source of 
foreign exchange with which to pay for 
merchandise imports. 

Short-term commercial credits have, 
of course, long been used as a means of 
facilitating international trade. Nor- 
mally they expire with the completion 
of the individual transactions to which 
they pertain. While it is possible that 
either public or private agencies might 
usefully extend somewhat longer-term 
credits than are suitable for the com- 
mercial banks that ordinarily handle 
such business, the question of security 
would probably present difficulties in 
the majority of cases; and in any event 
credits of this kind could have only 
temporary effects as trade stimulants. 

By far the most promising results, as 
far as permanent trade promotion is 
concerned, are offered by long-term in- 
vestment. Latin America is rich in 
natural resources that need only’ capital 
for their development. The United 
States is in an excellent position to sup- 
ply the capital. Trade relations of this 
character would, if the existing credit 
problems could be solved, offer almost 
unlimited possibilities of lasting mutual 
advantage—such possibilities as were 
realized through the investment of Euro- 
pean capital in the industrial develop- 
ment of the United States during the 
nineteenth century. 


© 


‘CLOsE contacts with men and women 
‘in all walks of life, some of them put 
‘to the severest tests, should convince 


anyone of the unshaken honesty and de- 
cency of human nature. Were it not 
for the unshaken integrity of the mass 
of people, how could 95 per cent of 


‘the world’s business be done on credit? 


7 illiam F. aes in cane a 
Magazine. us 
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Should Banks Pay 
Interest on Club Aceounts ? 


By WintHrop P. STEVENS 
Vice-President, National Savings Bank, Albany, N. Y. 


(Note: Some months ago the savings 
banks in Albany appointed a committee of 
junior Officers to investigate and report on 
the feasibility of discontinuing the payment 
of interest on Christmas Club accounts. The 
report of this committee, given at a recent 
vroup meeting by the chairman, is reprinted 
erewith from the Association News Bulletin 
of the Savings Banks Association of the 
State of New York.) 


EW savings bankers, if any, would 

want to give up the club idea en- 

tirely. It has helped thousands of 
people to form the habit of saving sys- 
tematically, whatever the purpose may 
be; but the question of paying interest 
on these accounts is a debatable one. 
The policy of discontinuance of interest 
claims many ardent proponents, and 
equally ardent opposition. 

In an effort to study this problem im- 
partially, the Junior Officers at Albany 
began the study by getting an accurate 
picture of the cost of club accounts, 
since, in these days, bank management 
must find every practical way to curtail 
expenses. These figures were quite re- 
vealing. The mean average cost per ac- 
count was $1.21, divided as follows: 


1) SSS RO Eee: 
Stationery 

Postage 

Advertising 

Interest 


$1.210 


The four banks combining for this 
study found that by means of codpera- 
tive advertising and elimination of in- 
terest, they could save $23,000 annually, 
by paying a differential interest rate 
of 1 per cent instead of 2 per cent. 

Finding savings to be significant, our 
committee began investigating what had 


happened to club accounts where banks 
had discontinued interest payments. 
Ten banks in this category furnished 
data for this group—three were from 
Philadelphia, two from Brooklyn, four 
from New York City, one from Schenec- 
tady. 

These banks might not have been suf- 
ficient in number to draw definite con- 
clusions, and perhaps their concentra- 
tion in the metropolitan area might be 
misleading, but a table was prepared 
showing actual number of accounts and 
total dollars for the year of discontinu- 
ance and the two subsequent years. The 
study covered discontinuance in 1932, 
1933, 1934 and 1936, in both small and 
large clubs. 


In spite of a possible “revolt” of de- 
positors in the earliest years, when divi- 
dends were paid at a more attractive 
rate, the group of ten banks as a whole 
shows a steady gain in the number of 
accounts for the two subsequent: years 
after discontinuance of interest, increas- 
ing from 99,243 to 104,944 the next 
year and 106,010 the second year. ‘Total 
dollars fell off from $4,568,179" to 
$4,109,632, roughly 10 per cent, the 
first year, and to $3,996,503 the second 
year. A plausible reason for the drop- 
ping off in dollars might be that the 
larger individual club account was 
transferred to the regular savings de- 
partment in order not to lose the divi- 
dends, although, of course, the figures 
to prove this viewpoint are not avail- 
able. 

Any adverse effect of the discontinu- 
ance of interest seems to have come to 
such banks as: (1) made the move when 
interest rates on regular deposits were 
higher and interest return on club ac- 
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counts at the time was as high as the 
current rate on regular deposits today; 
(2) made the move while the club ac- 
count idea was younger and had not 
gained the full measure of its present 
popularity. 

By 1934 and thereafter, with one 
single exception, discontinuance of in- 
terest had no effect on the number of 
accounts and no appreciable effect on 
the dollar amounts. 

The study seems to indicate these 
conclusions: (1) a growing popularity 
of this systematic method of accumulat- 
ing a definite sum for a definite pur- 
pose, payable at a definite time, regard- 
less of dividends, economic conditions, 
etc.; (2) an indifference of depositors 
to the discontinuance of interest on club 
accounts during recent years of continu- 
ing low dividends on savings accounts; 
(3) a possible revolt of depositors to 
discontinuance of interest on club ac- 
counts during years of higher interest 
rates (4 per cent in 1932 and 31% per 
cent in 1933) which suggests the pos- 
sibility of a repetition of this condition 
at some future time when there is an 
upward trend in interest rates. 


The thought was next entertained that 
it would be well to compare a seven 
year record of a group of banks operat- 
ing under each type of policy— interest 
paying and non-interest paying. 

Over the entire seven years, 1932-38, 
the percentage of growth in both de- 


posits and number of accounts is 
greater for the interest paying group, 
but if the period 1935-38 be taken as a 
fair criterion, inasmuch as interest rates 
are static for all banks of both groups, 
there is no appreciable difference. The 
facts are as follows: 
Non- 
Interest Interest 
Paying Paying 
Banks Banks 
1932-38 
Per cent increase i 
accounts 91 60 
Per cent increase i 
deposits 75 
1935-38 
Per cent increase i 
accounts 
Per cent increase i 
deposits 43 ° 


39.5 


42.7 


At the conclusion of this research, 
the Savings Bank Association furnished 
information on the entire state. These 
figures indicate that 60 out of 102 banks 
in the ‘state with club departments do 
not pay interest, leaving 42 banks which 
do -pay interest. But the. membership 
in interest paying clubs is larger by 20 
per cent, the dollar volume is 4.25 per 
cent greater and the average sized ac- 
count is greater as indicated in the sum- 
mary table: 

42 60-Non- 

Interest Interest 

Paying Paying 

Banks Banks 

Total membership 325,098 261,706 


Aver. membership 
per club 6,231 5,418 
Total dollar volume $12,242,771* $11,742,124 
Average dollar vol- 
291,494 195,702 
Average individual 


account 46.31 36.11 


*Net after deduction of interest paid out. 


What conclusions can we draw? The 
proponents of discontinuance of interest 
can point to the expense of carrying 
club accounts as sufficiently high with- 
out any payment of interest; they can 
point to the same steady growth, 
though not so large, and can reason 
that 20 per cent smaller membership 
and negligibly smaller dollar volume, 
are altogether desirable from the cost 
point of view. They can comfort them- 
selves that their smaller average indi- 
vidual account simply reflects the trans- 
fer of large individual club accounts to 
the regular department where they 
belong. 

The opposition can point to the fact 
that all individuals putting money into 
a mutual savings bank are entitled to 
dividends; that the formidable competi- 
tion of Federal savings and loan asso- 
ciations, baby bonds, credit unions, etc., 
make such a move as discontinuance of 
interest suicidal, and when veteran 
bankers steadfastly continue to disagree, 
surely a neophyte banker, chairman of 
a junior officers’ committee, would be 
foolish to draw any conclusive deduc- 
tions. 
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Social Security and 
RETIREMENT PLANS 


By Frank W. Sutton, Jr. 
President, First National Bank, Toms River, N. J. 


ANY banks have been postponing 
consideration of the very press- 
ing problem of providing retire- 

ment for their older employes because 
they were uncertain as to whether or 
not they would be included in the Social 
Security program of the Federal Gov- 
ernment. 

An employe who is _ averaging 
monthly earnings of $150, and who is 
covered under the Act for forty years, 
will receive a benefit, upon the attain- 
ment of age 65, of only $42 monthly. 
if an employe has an average salary 
of $250 a month or more, and is cov- 
ered under the Act for five years, he 
will receive a monthly pension at age 
65 of $42; and if his period of cover- 
age is ten years, the monthly benefit 
is $44; fifteen years’ coverage, $46; 
twenty years’ coverage $48; and forty 
years’ coverage, $56. 

This pension would be payable to 
the employe upon the attainment of 
age 65, unless the employe receives 
wages of $15 monthly or more after 
that age. If he retires and receives his 
pension, he may then do other work for 
pay, provided, however, the compensa- 
tion received does not amount to $15 
monthly. Thus, if a man covered un- 
der the Act for forty years with aver- 
age earnings of $250 a month, or more, 
feels upon attainment of age 65 that 
he cannot live on a pension of $56 a 
month, his Social Security benefit, as- 
suming he continues to work, will not be 
payable to him until he stops working. 

The benefits which I quoted are those 
that would be payable to a single man 
or to a widower who retires at the age 
of 65. If the employe is married, how- 
ever, and has a wife, 65 years or over 


at the time he retires, or when she be- 
comes 65 years of age, if he is still liv- 
ing, a pension will be paid to her of 
one-half the amount paid to her hus- 
band. If the employe should die before 
his wife, she will receive from age 65, 
provided she does not remarry, a bene- 
fit equal to three-quarters of the bene- 
fit paid to the deceased husband. 


Benefits Inadequate 
The benefits which will be payable 


under the Social Security Act are cer- 
tainly not adequate in the case of bank 
employes. It is indicated that if we 
are to be in a position to really solve 
our problem of superannuated em- 
ployes, the Social Security benefits must 
in some manner or form be supple- 
mented. To ignore the problem as some 
of us have been doing can leave us 
with only an increasingly difficult prob- 
lem in the future. In many institutions 
they are now paying retirement bene- 
fits to those who have attained the age 
65, and have been retired, from their 
current income. This policy is a dan- 


‘“‘The benefits which will be 
payable under the Social Se- 
curity Act are certainly not ade- 
quate in the case of bank em- 
ployes,’’ says Mr. Sutton in the 
accompanying portion of his re- 
cent address at the Mid-Year 
Trust and Banking Conference 
of the New Jersey Bankers As- 
sociation, outlining a pension 
plan which has proved satisfac- 
tory for a number of New Jersey 
banks. 
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gerous one, and might affect disastrously 
the employe so retired, should your 
current earnings decrease so materially 
that it was felt impossible to continue 
the pension payments or should your 
bank be acquired by other interests who 
might not have any interest in retire- 
ment pay to old faithful employes who 
were no longer on the current payroll. 

Most of the larger institutions now 
have their own pension plans and in 
many instances they are readjusting 
their plans to make possible a benefit 
to the employes from their own pension 
plan and the Social Security benefits 
equal to the. pension formerly paid un- 
der their own pension plan. 

Most. of the larger life insurance 
companies will not underwrite pension 
plans for banks having less than. fifty 
employes. For. this reason three years 
ago the New Jersey Bankers Pension 
Plan was adopted making it possible 
for all banks having employes of fifty or 
less to become members. The New Jer- 


sey Bankers Pension Fund, Incorpo- 

rated, is insured under the Prudential 

Insurance Company of America. 
Perhaps a brief resume of the pro- 


visions of this plan will be of interest. 
It is provided that male employes shall 
retire on their 65th birthday, and fe- 
male employes on their 60th birthday. 
Provision is also made for earlier re- 
tirement and for the continuance in em: 
ployment after the retirement date for 
any member where such employment is 
deemed advisable by the employing 
bank. In case of such. deferred retire- 
ment, the payment of income from the 
Prudential will neverthless begin just 
as if the employe had retired, there 


‘‘If we are to be in a position 
to really solve our problem of 
superannuated employes, the So- 
cial Security benefits must in 
some manner or form be supple- 
mented. To ignore the problem 
as some of us have been doing 
can leave us with only an in- 
‘creasingly difficult problem in 
the future.’’ 


-having 


being no such restrictions as imposed 
under the Social Security Act, which 
provides that no payments will be made 
if the employe is earning a salary. Un- 


‘der the plan as now set up, the employes 


are called upon to contribute approxi- 
mately 3.6 per cent. of. their earnings 
in return for which they receive an an- 
nual retirement income of approxi- 
mately 1.5 per cent of their earnings 
while covered under the plan. For ex- 
ample, an employe earning $3,000 a 
year for a period of forty years, would 
receive an income, upon the attainment 


-of age 65, of approximately $150 per 


month. This retirement pension of $150 
per month compares with a pension re- 
tirement of $56 monthly for an employe 
received a salary of $250 
monthly for a period of forty years ur- 
der the Social Security Act. In. addi- 
tion, the pension is not limited as ia 
the case under the Social Security Aci, 
to the first $3,000 of annual earnings 
but provision is made for contributions 
and corresponding benefits for salaries 
up to a maximum of approximately 
$10,000 per year. Under the plan, it 
is provided that the bank pay the addi- 
tional cost over and above the employe’s 
contribution to provide the benefits 
guaranteed under the plan. At preseni, 
the cost to the bank is approximately 
4.5 per cent of involved payroll. This 
cost is not a fixed one and fluctuates 
from year to year depending upon the 
age of the employes covered. In addi- 


‘tion, a bank may provide for the pur- 


chase of additional retirement income 
benefits for those employes who are ad- 
vanced in age, and who have had a long 
period of service with the bank. 


The banks that are already members 
of the New Jersey Bankers Pension 
Fund, Incorporated, and I can make 
this statement with authority since our 
bank is a member, are extremely satis- 
fied with the method in which the plan 
has operated to the present time. In 
fact, at a recent meeting of the Pension 
Fund, it was decided that in spite of 
the recent inclusion of a large number 
of our members under the Social Se- 
curity Act, we could make no change in 
the retirement plan at the present time. 
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Preserve the Profit System 


By Ernest T. WEIR 


Chairman, National Steel Corporation, and President, American Iron & Steel Institute 


ROFITS have far greater meaning 

and importance than the satisfac- 

tion they give to management and 
stockholders, the support they contrib- 
tite to wages, employment and improved 
efficiency, the stimulation they provide 
to progress. By failing to earn profits, 
business men repudiate and endanger 
the American system. Without profits 
you cannot have the profits system, and 
without the profit system you cannot 
have the system of free private enter- 
prise which is the American economic 
system. Upon the American economic 
system depends the continuance of the 
American system of political and per- 
sonal freedom—for these three kinds 
of freedom are inseparable. In no 
country on earth have political liberty 
and personal liberty survived the de- 
struction of the economic liberty of the 
people. And if the gentlemen in Wash- 
ington who are so intent on making 
America over ever get their hands on 
the controls they want, we do not know 
exactly what will happen. But we may 
be sure our system of life will not be 
the American system—and also that it 
will not work any better than it has in 
other nations where one man or a small 
group has assumed the power to do 
the thinking and directing for an en- 
tire people. 

1 do not say that the earning of 
profits in itself will solve the prob- 
lems of America. Many governmental 
handcuffs and leg irons must be stricken 
from business if it is to have the free- 
dom, confidence and courage which 
were the mainsprings of its former drive 
and accomplishment. Also there are 
many internal improvements which 
business must make to adapt itself to 
a changing world. But these things 
must come slowly, if soundly, through 


a process of education and legislation. 
Making profits is something you can 
do now—and the establishment of busi- 
ness on a profit basis will be a long 
step in the right direction. 

During this talk I have referred a 
number of times to “reasonable profits.” 
You might ask, “What are reasonable 
profits?” My answer is that a reason- 
able profit is one that is in proportion 
to the risk to capital and to the costs 
involved in a particular business—a 
profit that is sufficient to attract the 
necessary continuous stream of new in- 
vestment. The percentag:, of course, 
must be determined by the nature of 
the particular industry concerned and 
the prevailing conditions of business 
as a whole. In general, we may observe 
that in the past ten years, with busi- 


‘‘The present imperative duty 
of any real American is to keep 
America out of war. The sec- 
ond duty—and it is almost as 
important—is to insist that be- 
ginning now this country must 
find American solutions to 
American problems. As citizens 
we can do our part toward these 
ends. As business men we can 
do something more. Every day 
in our own offices we can do our 
part to preserve the profit sys- 
tem—the system which repre- 
sents one of the three fundamen- 
tal American liberties—by see- 
ing that our own companies 
earn a profit,’? suggests Mr. 
Weir in the accompanying por- 
tion of his recent address before 
the American Institute of Steel 
Construction. 
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ness in a stalemate, profits averaged 
only 2.7 per cent of invested capital. 
Judging from results, this is not rea- 
sonable. In 1928 and 1929, which are 
considered boom years in which the 
American people enjoyed unparalleled 
prosperity, and the full use of savings 
was attracted, profits averaged 7 per 
cent. Again judging by results, these 
profits must have been reasonable. 
The thing of present importance is 
that business men do not confuse profits 
that may be earned without too much 
effort under existing conditions with 
profits that must be earned under any 
conditions. Business men must prepare 
now to keep their companies in a profit 
position in the trying times that await 
the cessation of war. What is true of 
profits is true of unemployment and 
all our other problems. At the end of 
this war, whenever it comes, these prob- 
lems will be there waiting, and re- 
doubled in size and in gravity. If this 
sounds like the voice of Cassandra, I 
regret it, but I am convinced it is true. 
We have a chance if we don’t go soft. 
We have a chance if we keep these prob- 
lems in mind as they were a few short 


weeks ago—as fresh in mind as they 
are to the fellow who is still out of a 
job. We have a chance if we keep 
hammering everlastingly to see that 
these problems are met with sound do- 


mestic solutions. We have a chance if 
America stays out of war. 


If America Goes to War 


If America goes into war, I am afraid 
that none of us here will live to see 
again the freedom which we once so 
calmly regarded as our natural birth- 
right. War this time places at stake 
not only American lives and treasure 
but the very principles which have 
made Americans the world’s first real 
race of freemen. 

Our credit structure now strains un- 
der a Federal debt of about $45,000,- 
000,000. Add to these billions the many 
billions more that would be poured into 
a war venture, and what would happen? 
Capitalism would be expected to foot 
the bill for this as it is for everything 
else. When it failed, as it would, what 


would be blamed? You know the an- 
swer. The capitalistic system, of 
course. Out with it! Let’s try another! 
What other? I don’t know the answer 
to that. But I do know that the col- 
lectivist idea has made deeper inroads 
in American Government than anyone 
would have thought possible a few 
short years ago. I know that in event 
of war we can expect a degree of regi- 
mentation and control by Government 
that is now unthinkable, and I know 
that the conditions that will follow war 
will be much less conductive to the 
return of individual freedom than they 
will be to the flowering of collectivism 
with its inevitable climax—dictatorship. 


American Solutions Needed 


The present imperative duty of any 
real American is to keep America out 
of war. The second duty—and it is 
almost as important—is to insist that 
beginning now this country must find 
American solutions to American prob- 
lems. As citizens, we can do our part 
toward these ends. As business men 
we can do something more. Every day. 
in our own offices, we can do our part 
to preserve the profit system—the sys- 
tem which represents one of the three 
fundamental American _liberties—by 
seeing that our own companies earn a 
profit. 

It is my earnest hope that we leave 
with one thought fixed firmly in mind— 
for our own sakes, for our employees 
and communities, for our industries, and 
finally, for our country, may we go 
forth and earn a profit——From an ad- 
dress at the recent annual meeting of 
the American Institute of Steel Con- 
struction, in New York City. 


© 


FREE and easy visiting back and forth 
between your customer in his place of 
business and he in your place of busi- 
ness can be productive of much educa- 
tion to both you and your customer.— 
Charles M. Burgess, President, The 
Burgess-Norton Mfg. Company of Ge- 
neva, Ill. : 
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SURVEY 


A condensation of recent studies or reports on various phases of banking, 
finance and economics issued by banks, magazines, advisory services, business 
associations, Government bureaus and other organizations. 


PROBLEMS AND NEEDS OF BANK MANAGEMENT 
The Index, The New York Trust Company, New York City 


ROBABLY never during any com- 

parable period has bank manage- 

ment had to meet and solve as many 
or as difficult problems as_ during 
the past ten years. That the banking 
system has come through these try- 
ing times so well is a tribute to the 
character and ability of the management 
of the nation’s banks. 

It would be pointless to deny that 
many questions of major importance in 
the banking business still remain. In 
this respect, however, it is no different 
from other kinds of economic activity. 
Low interest rates are tied directly to 
the accomplished devaluation of the dol- 
lar, the Government’s deficit financing, 
the huge gold imports of recent years, 
and the sub-normal demand for bank 
credit at the present time. Also, there 
is no immediate prospect that any con- 
siderable part of the plethora of bank 
funds available for use can be put to 
work. These facts are bound to restrict 
bank earnings for some time. 


On the other hand, bank management 
is alert to the new and changing condi- 
tions, seeking additional ways of being 
of use to clients, and developing other 
sources of income, while practicing se- 
vere economy all along the line in the 
interest of more efficient operation. 
Furthermore, because of their highly 
liquid condition, most banks are in 
strong position to meet demands that 
may be made upon them and to fulfill, 
efficiently and at reasonable cost, the 
enlarged credit needs of the country re- 
sulting from further business expansion. 

Support will be lent to the progress 
already made if the Government should 
decide to curtail its banking activities 
and no longer compete with private 
credit institutions in the field. 

The confidence which would be gen- 
erated by such a step would contribute 
not only to a sounder banking system, 
but might well aid the cause of general 
recovery. 


DOMESTIC INFLUENCES DOMINATE OUTLOOK 
Monthly Report, The Nationai City Bank of New York 


USINESS men more and more are 
taking the position that, irrespec- 
tive of war developments, the 
problem of turning the upswing started 
by the war into a sound and lasting re- 
covery is a domestic problem. All 
know by now that a war boom produces 
only an illusion of prosperity, and that 


in reality it is the antithesis of pros- 
perity, for it represents the greatest 
waste, destruction, and disruption of 
sound economic relationships that man- 
kind can possibly experience. This 
country wants more business, and more 
production and employment, but it 
wants improvement based on a sound 
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domestic situation, which will last inde- 
pendent of war orders. 

It was easy to misjudge the business 
prospect at the outbreak of war and 
the markets pitched their expectations 
too high. Fortunately, the sobering up 
came quickly. The beneficial effects of 
the change in psychology remain. Busi- 
ness has been given a start; the upswing 
which began as a forward buying move- 
ment in materials has broadened en- 
couragingly into a revival of capital 
expenditures; and the problem now is 
to establish domestic policies that will 
encourage domestic enterprise and 
carry the recovery forward. 

The alternative problem is to guard 
against excesses if war orders become 
heavy and the impetus pushes business 
into the boom area. Then the task will 
be to control the boom—to prevent the 
spiralling of prices and wages, the 
over-investment in enterprises which 
could not sustain themselves in peace- 
time, and the other possible excesses 
from which a calamitous reaction would 
follow. At present the emphasis upon 


controlling the boom is still precau- 
tionary, for the boom psychology has 
gradually passed off. However, the 
danger will be present as long as the 
war lasts. In any case the policies that 
will prevent excesses, and those which 
will carry the business upswing ahead 
on a sound foundation are, first, to keep 
costs down, to hold prices, wages, and 
all the other elements in the economic 
system in balanced relationship, and 
to make sure that changes are in the 
direction of improving the equilibrium 
instead of disturbing it further; and, 
second, to encourage investment in 
projects which are expected to pay their 
way. 

One of the strong elements in the 
outlook is the good sense and self- 
restraint shown by business leaders. 
From the first they have emphasized 
that a rise based on anticipation of war 
orders would solve no basic problems. 
Likewise, the policies of important in- 
dustries have been aimed toward stop- 
ping the boom before it could become 
dangerous. 


THIRD TERM CHANCES INCREASED BY WAR 


Fortune Magazine 


(Nore: Following is a summary of the 


Fortune Survey in the December issue of 
Fortune Magazine, showing public sentiment 
regarding a third term for President Roose- 
velt.) 


HE war has greatly increased Mr. 

Roosevelt’s chance for a third term, 

if he wants it. 
Conducted by 

tested methods that enabled Fortune to 

forecast within 1 per cent the President’s 

actual 1936 majority, the survey dis- 


the 


same carefully 


Total 
50.6 


Prosperous 
54,4 


27.2 


18.4 


closes the largest shift in public opinion 
ever recorded in a two-month period on 
a question of domestic politics, showing 
that: | 


(1) 47.4 per cent of the people would 
keep Mr. Roosevelt in office next year 
—an increase of 12.5 per cent since the 
war began. 

(2) Only 38.6 per cent think it would 
be better to have a new President in 
1940, compared with 53.3 per cent who 
thought this way on the eve of war. 

Here is how public opinion stands 
on the question of whether the war has 
increased Mr. Roosevelt’s chances for a 
third term: 


Lower 

Middle 
50.9 
29.3 
19.8 


Upper 

Middle 
53.9 
29.8 
16.3 


Poor 
48.3 
23.1 
28.6 


Negroes 
43.3 
14.1 
42.6 


The test of the popular notion that 
the war has given a fillip to third-term 
chances is, of course, the percentage of 
people who actually think they want to 
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keep Roosevelt in office, and here is 


what the public thinks: 


Keep Roosevelt 
Prefer new President 
Don’t know 

ON EVE OF WAR 
Would choose Roosevelt 
Would prefer someone else 
Don’t know 


Never has the Survey found a com- 
parable short term shift of 12.5 per 
cent on a question of domestic politics. 
Only recently it looked as though the 
possibility of a third term, if it were 
sought, depended mostly upon the abil- 
ity of the opposing candidate to repre- 
sent the “someone else” the nation 
wanted. 

Not only has Roosevelt gained quan- 
titatively, but also qualitatively. Among 
the prosperous, the executives, and pro- 
fessional people who were overwhelm- 
ingly opposed to his reelection, he has 
picked up the favor of 10 or 15 per 
cent—more, indeed, than he has gained 
among the classes and occupations that 
already favored him. And he has won 
over a majority of the largest voting 
group in the country, the lower middle 
class. 

Only in the geographic breakdown 
does it appear that the chances of the 
opposition against Roosevelt, if he runs 
again, are far from hopeless. For much 
of the President’s total strength is dissi- 
pated, politically, in uselessly over- 
whelming majorities in the Southeast 
and Southwest, and he has a small ma- 


jority in only one other section—the 
Mountain States. 

But these sections, in the aggregate, 
are not strong enough to elect a Presi- 
dent, and the other four parts of the 
country have small pluralities wishing 
for a new President. 

Yet all classes are emphatically in 
agreement that if Mr. Roosevelt wants 
a third term, he is more likely to get 
it under the present circumstances. By 
income level, it is the prosperous, who 
like him least, who are surest of this. 
But if “don’t knows” were eliminated, 
the poor would show the same ratio. 

And here is how public opinion was 
divided on the question: “Do you think 
Roosevelt would do well to invite some 
of his political opponents, like Senator 
Vandenberg, Alf Landon, ex-President 
Hoover, and Carter Glass, to join in a 
non-political emergency cabinet now, or 
that he should continue as now with his 
regular cabinet?” 

Form emergency cabinet.. 
Continue as now 
Don’t know .. 

The prosperous are 64.6 per cent for 
an emergency cabinet to 25.5 per cent 
against it. The lower middle class are 
for it by a little less than five to three, 
the poor nearly divided but slightly 
opposed to it, and the Negroes are dis- 
tinctly. opposed. 

The two parts of the country voting 
against a bipartisan cabinet are the solid 
Southeast, by a very small margin, and 
the Southwest by a margin of 11 per 
cent. 


FINANCING THE WAR 


Business Conditions Weekly, Alexander Hamilton Institute, New York City 


HE methods of financing the war 

adopted by the belligerents will 

ave a very definite effect on the 

national economies of the respective 

countries, not only during the war but 
after hostilities have ceased. 

In all countries, taxes have been in- 
creased, indicating that the governments 
will endeavor to prevent price inflation 
by financing the war as far as possible 


on a “pay as you go” basis. The higher 
the taxes, the lower the purchasing 
power of the people and the less the 
chance of creating a sharp increase in 
commodity prices. 

It is obvious, however, that taxation 
alone will not be sufficient to provide 
the necessary means and that loans on 
large scales will have to be floated. If 
the obligations sold by the governments 
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are bought by the banks, the volume of 
deposits is increased, a factor which in 
itself is inflationary in character. If, 
on the other hand, the loans are sold 
to ultimate imvestors, then no new de- 
posits are created and the purchasing 
power of the countries, as far as the 
acquisition of commodities is concerned, 
instead of increasing, is actually de- 
creased. 

Recently, John Maynard Keynes, a 
well-known economist in England, advo- 
cated the issuance of forced loans bear- 
ing a low coupon rate, to be sold to 
people whose earning power and income 
will increase during the war. The 
theory back of this plan is: (1) to pre- 
vent the owners of these funds from 
buying commodities; and (2) to pre- 
vent an increase in interest rates. If 
the war is of long duration, then in all 
probability forced loans and the utiliza- 
tion of the savings of nationals of the 
various countries will be the general 





methods of obtaining funds for financ- 
ing the war. 

The last war showed that when a gov- 
ernment financed its needs through the 
sale of bonds to financial institutions, 
through the issuance of fiat money, or 
through the borrowing of short-term 
funds from the banks, it inevitably led 
to chaotic currency and credit condi- 
tions and to a sharp rise in commodity 
prices. 

The financial position of the leading 
belligerents today is much weaker than 
was the case at the outbreak of the war 
in 1914. Hence, they are forced to put 
the war expenditures as far as possible 
on a “pay as you go” basis. This means 
that the purchasing power of the popu- 
lation in the belligerent countries will 
continuously decrease and that the pur- 
chases of consumers’ products by 
Great Britain and France in the neutral 
countries and notably in the United 
States, will be materially curtailed. 


NATION’S PRIVATE DEBT DECLINES 
National Industrial Conference Board, New York City 


(Nore: The following is a summary of 
part of the study “Private Long-Term Debt 
and Interest, 1900-1938,” just completed by 
the Division of Industrial Economics of The 
Conference Board, and included in their 
recently published “Conference Board 
Studies in Enterprise and Social Progress.”) 


SIGNIFICANT feature of the gen- 

eral business recovery since 1933 

is that it has not been accom- 
panied by a rise in private long-term 
debt, the main function of which is to 
help finance the creation cf durable 
goods, 

During the period 1900 to 1930, ag- 
gregate private long-term debt showed 
a steady increase from $15,308,000,000 
to $88,932,000,000, the annual rate of 
growth being 5.79 per cent. As the 
business recession became more intense 
after 1930, private debt declined sharply 
and failed to turn upward during the 
general business recovery. By 1937, 
it stood at $73,079,000,000 or only a 
little above the 1926 level. Preliminary 


data for 1938 indicate that there was a 
slight increase. 

For the three decades of rising pri- 
vate debt, the most striking increase oc- 
curred in non-farm mortgages. These 
rose from $4,373,000,000 in 1900 to 
$45,746,000,000 in 1930. Farm mort- 
gages advanced from $1,798,000,000 in 
1900 to a peak of $10,751,000,000 in 
1923 and stood at $9,631,000,000 in 
1930. From 1930 to 1937 real estate 
mortgage debt, both farm and non-farm, 
contracted more than $14,000,000,000, 
as compared with a drop of $15,853.,- 
000,000 in all debt. In 1938 non-farm 
mortgage debt rose by almost $300,000,- 
000 and was the principal reason for 
the increase in total long-term private 
debt for that year. Farm mortgages 
continued to decline. 

Indebtedness of transportation com- 
panies rose from $5,363,000,000 in 
1900 to $12,836,000,000 in 1930 and 
stood at $11,976,000,000 in 1938, or 
about 7 per cent below the peak figure. 
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Long-term debt of public utilitiés rose 
from $1,352,000,000 in 1900 to $12,- 
610,000,000 in 1930 and continued to 
expand in 1931 and 1932 to a peak of 
$13,234,000,000. For 1938, it amounted 
to $12,875,000,000, or 2 per cent more 
than in 1930. Indebtedness of indus- 
trial companies increased from $2,422,- 
000,000 in 1900 to $8,109,000,000 in 
1930, and amounted to $7,102,000,000 
in 1938. 

The subject of private long-term debt 
must be considered in terms of shifts 
in composition rather than in the growth 
of the total. The study shows, for ex- 
ample, that the greatest increase in pri- 
vate debt during the past four decades 
has taken place in the urban mortgage 
field. Non-farm real estate mortgages, 
which aggregated only 28.6 per cent of 
the total in 1900, constituted 51.4 per 
cent in 1930 and 46.5 per cent in 1938. 
Farm mortgages, on the other hand, 
after fluctuating in importance between 
1900 and 1925, declined gradually un- 
til in 1938 they comprised 9.8 per cent 
of the total. When farm and non-farm 
mortgages are combined, the importance 
of mortgages in a study of private long- 
term debt is emphasized. Between 1900 
and 1938 this type of indebtedness rose 
from 41.3 per cent of the total to 56.4 
per. cent but it is interesting to note 
that since 1930 mortgages have declined 
in importance. Whether this déwnward 
movement will continue is a matter of 
conjecture; but with an improvement in 
business. conditions it is probable that 
this form of indebtedness will return to 
its 1930 position when mortgages on 
real estate constituted 62.3 per cent of 
the total long-term debt. 

Interest charges in the aggregate have 
followed the movement of private long- 


term debt, according to the analysis. 
Such charges rose from, $818,000,000 in 
1900 to a peak of $5,055,000,000 in 
1930. For 1937 they showed a decline 
of 23 per cent below the 1930 level, to 
$3,892,000,000. Preliminary data indi- 
cate a slight rise for 1938 to $3,899,- 
000,000. The most significant change 
in the composition of interest obliga- 
tions has been a growth in non-farm 
mortgage charges from 33.4 per cent of 
the total in 1900 to 54.7 per cent in 
1938. 

Comparisons of long-term debt with 
national wealth, and of interest charges 
with national income are made. In con- 
nection with the former, it is found that 
available statistical material does not 
support the contention of many persons 
that private debt is “absorbing” wealth 
or is showing a changed and unfavor- 
able relationship to wealth. The latter 
comparison reveals that although in- 
come fluctuated more widely than in- 
terest charges, the general trend is simi- 
lar for the years through 1933. In ad- 
dition, the relationship between both 
items shows little change. Interest 
charges in 1900 constituted 5.5 per cent 
of the national income; in 1930 this 
percentage had risen only to 8.2 per 
cent. Lack of correlation between in- 
terest charges and national income for 
the years 1934-38 is attributed to the 
fact that optimism regarding the future 
had not returned sufficiently to warrant 
an increase in long-term indebtedness. 
although national income has risen 
sharply since 1933. The increase in 
interest charges, however, is not re- 
garded as being out of step with the 
growth of national income or with the 
value of output of private business en- 
terprise. 


SATURDAY CLOSING SENTIMENT 


By W. Gorpon Brown 
Executive Manager, New York State Bankers Association 


HE following is a summary of the 
replies to a questionnaire circu- 
lated by the New York State Bank- 


ers Association among the 303 banks 


which closed on Saturdays during last 
July and August. A total of 251 in- 
stitutions replied. (See table on fol- 
lowing page.) 
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UNDECIDED 
Did you find that your depositors objected when your 
institution was closed on Saturdays during July and 
August 


Based on your experience last summer, would you 
favor closing on Saturdays during July and Augusi 


Would you favor an amendment to the Quinn Bill 
making Saturday closing during July and August 
mandatory ? 

Would you favor an amendment to the Quinn Bill 
making Saturday throughout the year a full holiday? 
Did you encounter any operating problems resulting 
from Saturday closing? 





CANADIAN PERSONAL LOAN EXPERIENCE 
By A. E. Arscott 


General Manager, The Canadian Bank of Commerce, Toronto, Canada 


UR personal loan department in- 
QO augurated a little over three years 

ago for the purpose of lending 
under the Budget Saving Plan, has in 
that period made 185,000 individual 
loans aggregating over $27,000,000. Our 
analysis of these loans as at the end of 
October shows them to have been used 
for the following purposes: 


PURPOSE OF LOAN 


Medical, dental and hospital bills..... 

Consolidation of debts 

Taxes, insurance premiums , and 
payments 

Education 

Household expenses, furnishings, etc. 


mortgage 


those requiring small advances which 
can be repaid from savings over a 
period of a year. Many borrowers by 
being able to consolidate immediately 
pressing obligations have been relieved 
of financial worries, while others by 
borrowing funds necessary for medical 
treatment have improved their health 
and efficiency. 


Total Amount 
Per Cent of 


12.36 
30.11 
and 


(principal interest) 


Miscellaneous, including clothing, coal, store bills, etc. 


Our classification also shows that the 
occupation of the borrowers has been 
as follows: 


Wage earners and artisans 
Office, clerical, 


Managers, superintendents, foremen 


School teachers, professional people, salesmen, and ‘sundry 


The results achieved in the personal 
loan field are gratifying not only be- 
cause the bank’s business has been in- 
-ecreased but, also, because the arrange- 
ment has proved to be a great help to 
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and other non- manual workers 


We have had many letters of appre- 
ciation from those who have borrowed 


Per Cent of 
Total Number 
37.83 
28.50 
10.69 
22.98 


100.00 


under our personal loan plan and the 
figures given clearly indicate how well 
this service has been received.—From 
Mr. Arscott’s address at the bank’s 


recent annual meeting. 


BANKERS MAGAZINE for January, 1940 





VIEWS 


Recent speeches given before national, regional or state groups—digested or 


excerpted for your convenience. 


MERCHANDISING BANKING SERVICE 
By S. H. Firretp 


Assistant Vice-President, The Barnett National Bank, Jacksonville, Fla. 


ANY banks employ public rela- 
tions directors whose chief duty 
is to make friends and keep 
friends for the bank. When he has done 
this for his own bank, the public rela- 
tions man has created a better feeling 
on the part of the public for all banks. 

I feel it is possible for such a man 
to occupy a desk in the bank during 
banking hours and to make from ten 
to twenty calls on old customers and 
prospects after the bank closes. It is 
not too much for this man to attend five 
civic luncheon clubs a week (it is true, 
he may have to get a new lining for 
his stomach!); I know wherc _ this 
amount of work is being done today. I 
know one public relations man who has 
made as high as 7,000 contacts for the 
bank in one year by making personal 
calls, attending and taking part in civic 
club work and addressing different 
school groups. 

If a bank cannot employ a man full 
time for this work, different officers of 
the bank should be assigned this duty. 
Better yet, they should volunteer to 
make a certain number of calls on cus- 


tomers and prospects each day. There 
is no better way to develop friendship 
for the banking fraternity—to say noth- 
ing about obtaining new deposits and 
selling other bank services. 

There are many excellent publica- 
tions which give the proper approach 
and appeal, so that the officer or other 
employe making the solicitation may go 
out properly prepared. One very good 
book recently published by The Gilbert 
Publishers, Chicago, and written by 
Benjamin Bills, is called “Persuasion in 
Business.” Another which has _ been 
off the press for some time is “Mer- 
chandising for Banks, Trust Com- 
panies, Etc.,” published by The Bank- 
ers Publishing Company, Cambridge, 
Mass. As a matter of fact, there are 
numerous books listed with the ABA 
which, if a man will but take the time 
to read them, will make him better 
equipped to merchandise bank service 
himself. They will also enable him 
easily and quickly to teach his staff how 
to do it—From an address before the 
ABA Regional Conference, Richmond, 


Va. 


PROTECT YOUR PERSONNEL INVESTMENT 
By Ray A. Ite 


Vice-President, National Shawmut Bank, Boston, Mass. 


BELIEVE I am correct in saying that 
the biggest single item of expense 
—or shall we call it investment, al- 
though it is an investment from which 


the principal can never be withdrawn— 
on any bank’s statement is salaries and 
wages. The total bill for all expense, 
including interest, in running the na- 
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tional banks of the United States for 
the year which ended June 30, 1938, 
was $585,882,000; of this, $239,643,- 
000, or over 40 per cent, consisted of 
salaries and wages, and yet by compari- 
son, how little time is spent on these 
expenses, on these investments in man 
power, on these investments in the future 
of your institution, on these investments 
in people who will represent the bank 
to the public and on whom depends the 
public’s good will. I daresay that in 
99 out of 100 cases the senior officers’ 
first interest in a man is after he has 
been with a bank eight or ten years, and 
and after the young man has been made 
or broken. The time to have known 
him was when he was first in the bank. 
I know it is impossible for senior offi- 
cers to interview applicants for jobs, 
but once the experts in the bank on this 
particular type of work have selected 
a man and have placed him in their 
category of second lieutenants or execu- 
tive training or future vice-presidents, 
then he should have the attention of the 
senior officers. They should meet him, 
they should follow him. He is one of 
the selected group in which you havé 
a big investment, not only a yearly in- 
vestment of dollars and cents, but you 
are counting on him to be in the bank 
when you need someone in an executive 
position. He is your stop gap of the 
future. It may be years ahead, but you 
have got to keep his interest and hold 
him or you will have a shortage of 
executives. That is why I say that we 
pay too little attention to our biggest 


investment, to. our biggest expense, man 
power. Banks are known as a training 
ground for executives for other busi- 
nesses, just as they are known in most 
cities as a fine training ground for 
stenographers and secretaries. That is 
because the bank provides excellent 
training but loses the guiding touch 
which holds those who are worthy of 
a chance for promotion. 

Let us review our own institutions and 
see whether or not we are properly 
guiding those young men, picked for 
future executive positions. See if we 
are protecting our investment in them. 
See if they are the type of young men 
who are eager to learn, ambitious to 
advance, and loyal to those who place 
confidence in them. 

Let us also make sure that we are 
doing everything in our power to help 
and guide those who are serving in 
routine jobs so that they may make of 
themselves executive material. There is 
so much that can be done to help the 
latter group, who are usually without 
advance educational advantages, to lift 
themselves to higher earning levels. 

The young men that you have picked 
as the future executives and the young 
men that you will develop so that they 
can become executive material are the 
lifeblood of your bank. You cannot 
afford to ignore them. You must real- 
ize that these young men require spe- 
cial training, more personalized atten- 
tion, if your “second lieutenants” are 
going to become generals.—From a re- 
cent address. 


LET IT BE EMPHASIZED 


By WivuiaM A. IRwIN 
Associate Educational Director, American Institute of Banking, New York City 


ET it be emphasized, in the first 
place, that virtually no such thing 
as “private” banking exists in the 

United States today. Indeed, banks 
and bankers practically live in a gold 
fish bowl. Every loan made by any 
bank is scrutinized by governmental ex- 
aminers, and woe betide the bank which 
does. not meet the standards of profes- 


sional conduct set up by the state and 
Federal banking departments concerned. 

Let it be emphasized, in the second 
place, that every study recently made 
has contradicted the assertion that banks 
are failing to perform their lending 
function. On the contrary, thousands 
of businesses are failing to use the credit 
that banks have made available to them. 
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And this seems to be very largely due 
to the fact that business men are them- 
selves in fear because of the departure 
of Government from the lines of conduct 
laid down for it by the founders of our 
American commonwealth. 

Let it be emphasized, in the third 
place, that banks all over America are 
spending thousands of dollars daily in 
advertising for loans which they can- 
not get. The columns of almost any 
daily newspaper will testify to this fact. 

Let it be emphasized, in the fourth 
place, that banks are broadening their 
services, all over America, so as to in- 
clude new types of loans not formerly 
made by banks. This is particularly 
true of automobile loans, personal 
loans, and home-modernization loans. In 
fact, it can safely be said that thousands 


of banks today are literally financial 
department stores, and that the users of 
credit can get it at rates so low as to 
be almost unparalleled in our American 
economy. 

Finally, let it be emphasized, if it 
needs to be, that banks make their liv- 
ing by lending money. It is their main 
source of income, for Government bonds 
and other investments are currently pay- 
ing rates so low that few banks could 
exist if they depended solely on this 
source of income. To say that banks 
will not make loans is just about as 
sensible as to say that the attendant at 
the filling station will not fill your 
tank with gasoline if you ask him to 
do so. “rom an address at the recent 
conference on banking held under aus- 
pices of the University of Illinois and 
the Illinois Bankers Association. 


STAFF ATTITUDE TOWARD CUSTOMERS 
By P. H. Sirces 


President, Louisiana Savings Bank and Trust Company, New Orleans, La. 


O my mind the most important con- 

sideration in the matter of public 

approach is the attitude of officers 
and staff toward both present and pros- 
pective customers. If you can get your 
staff into a competitive mental state and 
develop an active sense of rivalry for 
business, you are well on the road to- 
ward handling any competition with 
which you may be faced. 

After all, our depositors, generally 
speaking, supply seven-eighths to eleven., 
twelfths of the money we use in our 
business, and ask nothing in return 
other than service and in some cases, a 
small rate of interest. 

It is rather obvious, therefore, that 
our depositors are very well worthwhile 
cultivating indeed. As bank officers, we 
are working to a major extent with de- 
positors’ money, and should not forget 
that depositors and customers are the 
principal source from which bank reve- 
nue, including revenue with which to 
pay our own salaries, is derived. It is 
probably true that comparatively few of 


us overlook the large depositor, but the 
fact remains that today’s large depositor 
may not carry equally large balances 
next year, and that today’s small de- 
positor may not remain small. If you 
or I were seeking bank service, I think 
that we should like to deal in a bank in 
which the atmosphere was friendly and 
helpful, and I also believe that we 
should like to deal with a bank in which 
both officers and employes approached 
any transactions brought to them in an 
actively helpful manner rather than, as 
sometimes happens, with a plain “yes” 
or “no” attitude. One of the best ways 
I know to retain your present customers 
and to bring in new ones is to earn the 
reputation for taking an active, sincere 
interest in customers’ problems, and, af- 
ter all, that is nothing more. nor less 
than intelligent self-interest. We are all 
in business to do business, and every 
time a customer approaches our desks 
there is an opportunity for doing busi- 
ness. It is true that some of these op- 
portunities must necessarily be refused. 
It is also true that the bank officer who 
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permits his customer to run his desk 
will probably not last very long in the 
banking business. I believe, neverthe- 


less, that all too often customers’ re- 
quests, particularly requests for credit, 
are considered purely and simply on the 
basis of the presentation made by the 


vustomer rather than with the view of 
modifying the transaction offered in 
such a way as to make it safe and at- 
tractive to the bank, and at least ade- 
quate for the needs of the customer.— 
From an address at the recent ABA Re- 
gional Conference, Richmond, Va. 


CARE OF BANK’S INVESTMENT IN PERSONNEL 


By L. W. 


Cashier, State-Planters Bank and 


P to this point in the history of the 
American banking system the 
great majority of top-flight execu- 

tives have come up through the ranks. 
If this is going to continue to be true 
then our employes deserve the best at- 
tention we can give them. That atten- 
tion should begin with the application 
for the job. It should continue with 
periodic discussions of the bank’s wel- 
fare in terms of its employes. The top- 
ranking officers and directors should, in 
round table fashion, openly and frankly 
discuss the staff from time to time, the 
purpose being its ultimate improvement 
in every possible way. An army is no 
better than its men and a bank is no 
better than its staff. 

I think we could use to good advan- 
tage the slogan of the Boy Scouts by 
getting and keeping employes “physic- 
ally fit, mentally awake and morally 
straight.” The only thing we have to 
offer to the public is service, and that 
service will not and cannot be any bet- 
ter than the people rendering it. There- 
fore we should buy the best that the 
market has to offer. In keeping em- 
ployes mentally awake we should see 
that they are given opportunities for 
training, not only in their own, work 
but in other departments, and we should 
encourage them in studying everything 
pertaining to banking and finance. 

We should review the financial status 
of our employes from time to time to 
see whether or not their personal affairs 
have become involved. For example, in 
a checkup of our employes, we found 
that several of them were in the clutches 
of small loan companies and that it 
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BIsHOP 
Trust Company, Richmond, Va. 


would have been practically impossible 
for them ever to have paid out. Some 
of this was due to no fault of their own. 
In one or two instances it was the case 
of young boys getting married without 
having the necessary means or salary 
positions for support. Now, in our 
bank, this resulted in a rule that before 
employes can get married, they must 
consult with the personnel officer, and 
at the time of this discussion we outline 
to them that their getting married is 
not a decision for us to make, but we 
do reserve the right to say whether or 
not we would retain them in our em- 
ploy. We recognize fully that a finan- 
cially involved employe is a hazard, not 
only to himself but to the bank as well. 

If, in our own institution, we were to 
view the amount paid annually for 
salaries as an investment of 3 per cent, 
it would be equivalent in principal to 
about $14,000,000. I am convinced that 
if we had a loan in this amount no one 
officer would be allowed to make it. In 
fact, I suspect that with the financial 
picture changing as rapidly as it is, our 
president would have most of the senior 
officers and a big portion of the di- 
rectors reviewing that investment daily. 
And, yet, banks often allow one person 
to handle and have complete charge of 
an investment that is greater than all 
the other assets in the bank. That in- 
vestment is the employes. Institutions 
with a number of employes should ap- 
point a committee to study their per- 
sonnel problems. 

It requires a football and divi men 
on each side to play a game of football. 
We might buy the best stadium and 
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prettiest uniforms in the world, but un- 
less all eleven of the men on our team 
cooperated, coérdinated and clicked, 
we wouldn’t make much progress 
against the opposition. The same thing 
is true of our banks.. We can purchase 


the finest equipment to be had and in- 
stall it in a bank, but unless our per- 
sonnel functions 100 per cent we can- 
not be a success.—From an address be- 
tore the recent ABA Regional Confer- 
ence, Richmond, Va. 


NEW BUSINESS FROM UNUSUAL SERVICES 
By T. A. GLENN, Jr. 


President, Peoples National Bank, Norristown, Pa. 


HERE are many services that could 

be added to those in a country 

bank. Practically all of these serv- 
ices are found in the larger city banks 
but in most instances are not included 
among the available items in the coun- 
try bank. Some of these bring a direct 
profit because of the volume of business 
handled and some are purely good will 
operations which entail very little cost, 
but which in the end kezp all customers 
satisfied and bring new customers to us. 
For instance, it is entirely possible to 
keep an index record of bonds owned 
by the bank’s customers and advise them 
of any calls that are made of these 
bonds. The list may be compiled 
through making a record of coupons de- 
posited in the bank or through the 
proffer of such services to safe deposit 
box renters. The time required to op- 
erate such an index is very little and 
it makes a very nice customer relation 
program in the bank. We have found 
that it is a service very much appre- 
ciated by the average customer. 

A famous. radio comedian has a by- 
line which he uses when introduced, to 
the effect that “monkeys is the craziest 
people.” Sometimes some of the craziest 
ideas are good public relations ideas 
and result in new business to the bank 
and indirectly in additional earnings. 
As an illustration, I will mention a little 
service which our bank offered in our 
community which has resulted in the 
obtaining of several new accounts but 
which, when offered, was not intended 
to be a business-getter. I happened to 
be a member of the local Audubon So- 
ciety, and this society obtained a small 
library of books on birds. In seeking 


for a convenient place to keep the books, 
I was asked whether or not it would be 
possible to have them kept in the bank, 
since it was a central and convenient 
location. This I readily consented to 
and, because members of the society 
have come in to the bank in order to 
obtain the books, we obtained accounts 
from several of them. What started out 
to be a favor to a small organization 
has resulted in actually being a_ busi- 
ness-getter. 

I use this as another illustration of 
adding peculiar services to your reper- 
toire as a means of augmenting earn- 
ings in your bank. No service should 
be overlooked, whether it is strictly a 
banking function or not.—From an ad- 
dress at the recent ABA Regional Con- 
ference, Richmond, Va. 


© 


ONE matter that deserves the serious 
consideration of those associated in the 
banking business is the impersonal at- 
titude that the average customer en- 
counters when he comes in the bank. 
Banks should take the coldness out of 
their approaches and not be afraid to 
require that their employes greet cus- 
tomers with a smile.—Harold A. Wall- 
lace, President, Associated Credit Bu- 
reaus of America. 


a 


Why not consider money and credit as 
a commodity than can be bought and 
sold? Why all the secrecy and mystery 
about banking?—Corwine E. Roach, 
President, Capital City Paper Company, 
Springfield, Ill. 
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ADVERTISING and 
PUBLIC RELATIONS 


Recent developments in bank advertising and public relations work 


Personal Loan Enclosure 


A friendly invitation to make use of 
the bank’s personal loan service, and 
full information for the prospective 
borrower were contained in a recent 
four-page letter used as a statement 
enclosure by The Bayside National 
Bank, Bayside, Queens Borough, New 


‘““EYE-CATCHERS”’ 


These bank ad heads caught our 
eye and made us read the ad..How 
about you? 


Not By Bread Alone 
—tThe Bayside National Bank, 


Bayside, Queens Borough, 
New York City. 


When Emma Willard 
Made Lafayette Weep 


—The Manufacturers National 


Bank of Troy, N. Y. 
$1,000—The Price of Delay 


—TIndustrial Trust 
Providence, R. I. 


‘*‘Whom Else Do You Owe 
And How Much?’’ 


—The First National 
Birmingham, Ala. 


Company, 


Bank, 


The Kind of Personal Loan You 
Want ... The Way It Should 
be Made 
—The Cleveland Trust Com- 
pany, Cleveland, O. 


York City. Signed by the President, 
J. Wilson Dayton, the letter read: 

“Have you ever wondered how our 
tellers are able to single you out from 
over 6,000 other depositors, and call 
you by name, or at least recognize your 
face, every time you make a deposit, 
or a withdrawal? 

“The answer is that our tellers, and 
our other employes and officers, know 
you as an individual, not just as an 
account number. We know your likes 
and dislikes; and we try to do every- 
thing to make it a pleasure for you to 
transact business with us. 


“The day you apply to us for a loan 


-we'll treat you just as cordially as we 
_did the day you opened your account— 


for lending money is. our business; and 
we appreciate the patronage of our 
borrowers. — 

“If you are in debt, and want to pay 
your bills if you are going 
to make a major purchase, and desire 
to pay for it in 12 or 18 equal monthly 
installments . . . if you need money 
to meet an unexpected emergency . 
if you require immediate funds for any 
sound purpose . . . we'll be glad to 
lend you up to $2,500 on the basis of 
your character credit and capability. 

“Our personal loan plan, described 
on the following pages, provides a 
practical installment method by which 
you can easily attain some particular 
objective.” 

The two inside pages of the letter 
contained a description of the bank’s 
personal loan plan, while the back 
page contained an application form 
which the depositor could fill out at 
leisure and bring to the bank. 
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Statement Humanization 


A note of warmth and friendliness is 
given what would otherwise be a cold 
aggregation of figures by the inclusion, 
in the statement of condition of the 
Quincy Trust Company, Quincy, Mass., 
of the following message: 

“The cordial helpfulness available in 
the members of our board of directors, 
officers, and employes, is an asset which 
cannot be shown in the figures of this 
statement. It is however a definite value 
which pays real dividends to our cus- 
tomers in satisfaction and service. 

“With deposits insured by the Federal 
Deposit Insurance Corporation, and 
membership in the Federal Reserve Sys- 
tem our depositors enjoy the utmost as- 


surance of safety for their deposits in 
this bank.” 


Loans for Taxes 


A timely reminder of taxes due, and 
a suggestion as to how they may be met 
conveniently, is offered in an advertise- 
ment of the State-Planters Bank and 
Trust Company, Richmond, Va. Under 
the head: “When Your Taxes Are Due,” 
copy reads: ; 

“Pay them in cash with the proceeds 
of a State-Planters Income Loan and 
save the penalty. Our low rates make 
these loans economical for you and they 
can be repaid in convenient instal- 
ments,” 


Talk to the Public! 


Intended for the use of bank men and 
women in Pennsylvania who are taking 
the A. I. B. study course in public 
speaking, and who have occasion to 
speak before local groups on public re- 
lations, the handbook of platform talks 
“Banking and Trust Business” has been 
issued by the Pennsylvania Bankers As- 
sociation. This 43 page booklet con- 
tains subject matter prepared by the 
Public Education Commission of the 
American Bankers Association on the 
following subjects: The Bank and Busi- 
ness, The Meaning of Bank Credit, Our 
Banks and Us, The Federal Reserve Sys- 


tem, Trust Service, The Savings Depart- 


ment of a Bank, The Commercial De- 
partment, The Collection Department, 
and The Safe Deposit Department. An 
insert contains a talk on “Banking as 
a Vocation and Profession,” intended 
for use before high schools and other 
groups of young people. The associa- 
tion urges bankers to respond to invita- 
tions to address adult groups, and sug- 
gests: “We want all members of the 
Pennsylvania Bankers Association, 
whether or not connected with an 
A. I. B. unit, to go along with us and 
take an active part under the slogan: 
‘Talk to the Public Now.’ ” 

Paul B. Detwiler, assistant cashier, 
Philadelphia National Bank, heads the 
Committee on Public Education of the 
Pennsylvania Bankers Association, and 
Melville M. Parker, assistant cashier of 
the First National Bank, Lebanon, Pa., 
is chairman of the Committee on A. I. B. 
Activities—these two committees being 
in charge of the publication of the book- 
let and arrangements for its use in get- 
ting the message of banking to the 
public. 


Personal Loans 


Short, to-the-point copy is being util- 
ized by the Bank of Montreal, Canada, 
in a series of small-size newspaper ads 
putting across their personal loan de- 
partment messages. One in the series, 
headed: “Borrowing For Personal 
Needs,” reads: 

“How much will it cost you to bor- 
row $100 at the Bank of Montreal, if 
you are able and willing to repay the 
money in 12 equal monthly instalments? 
Just $3.65. There’s no other charge. 
Consult with our nearest branch man- 
ager.” 


Fifty Years of Service 


To commemorate its Golden Anniver- 
sary, the First National Bank of Mount 
Vernon, N. Y., issued an attractive sixty 
page booklet in’ which the bank’s his- 
tory is interestingly interwoven with 
local history since 1889. The book is 
illustrated with twenty-four full page 
pen sketches by Jack Graven, well- 
known artist—illustrations which have 
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They ar 10580 srmg-the wakes the we 
— i wade of fenton. Their annual earnings 

ge proportion o hte lobed poy- 
roll ofthis city. 


~-tryone among us shares io this payroll. It is the 
tie blood of our community—the source of our 
welfare and progress. 


‘The Broad Street National Bank, thre mae its ser- 
helped 


BROAD STREET 
NATIONAL BANK 


of TRENTON, N.J. 
LE.STATE ond MONTGOMERY * HAMILTON AVE. ot CLINTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Appearing in local papers this month, 

the above is one of a series of attrac- 

tive ads being carried by The Broad 

Street National Bank,. Trenton, N. J., 

featuring various local industries, and 

stressing the part played by the bank 
in each case. 


appeared from time to time in the bank’s 
advertising in the local paper. These 
include sketches of the city’s first high 
school, first automobile, an early day 
bicycle race, a meeting of the city coun- 
cil in the 90’s, etc. Prepared by Ferns, 
Anderson, Inc., New York advertising 
organization, this booklet and the inter- 
esting series of newspaper ads which 
preceded it have brought many favor- 
able comments to the bank. 


‘‘Not By Bread Alone’’ 


With the above caption, The Bayside 
National Bank, Borough of Queens, New 
York City, in a recent newspaper adver- 
tisement, states: 

“This bank thrives on the esteem in 
which it is held by the people of this 


community—not by 
alone. 

“We take pride in witnessing .the 
dedication of the magnificent Colonial, 
Church of Bayside because, having par- 
ticipated in financing its construction, 
we feel that we have made a definite 
contribution toward making this com- 
munity a better place in which to live.” 


their patronage 


Christmas Check Stickers 


“Try Irvington Merchants First’ was 
the message on stickers attached to the 
4,000 Christmas Club checks mailed to 
Irvington National Bank, Irvington, 
N. J., depositors recently. This slogan 
was adopted with the objective of stimu- 
lating Christmas shopping in Irvington, 
and to carry the suggestion further to 
the point of sale, the bank prepared 
placards for local shop windows, with 
the message: “Irvington National Bank 


Christmas Club Checks Cashed Here.” 


Anniversary Exhibits 


Celebrating its 125th anniversary, 
The Delaware County National Bank, 
Chester, Pa., has been displaying a num- 
ber of interesting exhibits. Among these 
was the original ledger utilized when 
the first banking quarters were set up 
in a corner of one of Chester’s general 
stores. Founded when the United States 
itself was only thirty-eight years old. 
the bank’s stockholders included men 
who had been at Valley Forge and 
Yorktown, and who had known Wash- 
ington and Franklin. At the end of its 
first year, the bank’s capital amounted 
to $48,510, deposits totaled $40,339. 
and assets $188,599. Today, capital 
and surplus is $1,500,000, deposits $11.- 
831,225, and assets $13,861,404. 


Birthday Cakes 


Novel birthday souvenirs distributed 
to customers and other friends by The 
Valley National Bank of Phoenix, Ariz.. 
on its 40th anniversary, were individ- 
ual boxes of birthday cakes. In the 
larger offices of the bank, ornately deco- 
rated cakes stood in the lobby, while 
in Phoenix and Tucson pretty employes, 
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garbed in the dress of 1899, presided 
over the cake to add to the color of the 
occasion. Newspaper ads carried the 
invitation: “Come in and get your slice 
of our big birthday cake,” and added, 
“If you’re a customer, be sure and come. 
If you’re not a customer, it’s a good 
time for us to get acquainted.” - The 
anniversary celebration ended with a 
two-day meeting at which directors, off- 
cers and branch-managers discussed 
modern-day banking problems and re- 
called early days of the institution. 


‘‘A Great Commercial Bank’’ 


Under the running head of “A Great 
Commercial Bank,” The Cleveland 
jrust Company, Cleveland, O., recently 
carried an excellent public relations and 
educational series of newspaper adver- 
tisements. Pointing out the vital part 
played by banks in every civic, business 
and personal achievement, no mention 
of the Cleveland Trust was made except 
the signature—all copy being directed 
toward bringing about a greater appre- 
ciation of banking as a whole on the 
part of the reader. 

One of this series, captioned: “In 
Every Personal and Business Achieve- 
ment—A Great Commercial Bank,” 
reads: 

“A man builds a home. He buys an 
automobile ... sends his children 
through school . . . and advances his 
position in life toward the achievement 
of success. 

“And everywhere along his progress 
he meets the encouraging forces of 
money flowing through bank channels. 

“Several men agree upon an idea. A 
business is formed. Buildings. are 
erected. Machinery is purchased. Em- 
ployes are put to work. The community 
advances. = - 

“And behind each step may be found 
the power of commercial credit. 

“In the hands of courageous, far-see- 
ing men, the planned use of money 
creates new products, new markets, new 
profits . .. new means toward social 
and economic advancement. Employer 


and employe alike are sharing these 
benefits, for the services and resources 
of a great commercial bank are utilized 
for the welfare of all.. 

“Big business . . . little business . 
the man at the desk and the man in the 
factory . . . know that their city’s great 
commercial bank is an all-important cog 
in the closely-meshed gears of produc- 
tion and profit.” 


**Between Ourselves’’ 


An attractive twelve-page roto section 
captioned “Between Ourselves” brought 
the message of The Industrial Morris 
Plan Bank of Detroit to readers of The 
Detroit News recently. Filled with in- 
teresting photographs, this section took 
up the bank’s various services, includ- 
ing auto loans, modernization loans, 
personal loans, etc. To avoid “talking 
shop” various short features of general 
interest were included, such as “Safety- 
in-the-Home, Tips for Housewives,” 
“Glamor in Makeup,” “Seasonal Style 
Suggestions,” etc. 


THE BANK THAT Serves AND Satisfies MORE PEOPLE 


7 ae 


With LEXINGTON 
and HENDERSON COUNTY 


CRARTER MEMBER FEDERAL RESERVE ST¥STEM 


One of the series of interesting news- 
paper ads being carried by The Ameri- 
can National Bank, Nashville, Ten- 
nessee. Each ad features one or two 
counties of the state, and calls atten- 
tion to the bank’s service. 
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BRIEFS 


Items of interest from many sources—condensed for quick reading 


Pennsylvania Bond Conferences 


C. E. Bennett, president of the 
Pennsylvania Bankers Association, an- 
nounces the holding of two bond con- 
ferences for the dissemination of in- 
formation which will familiarize bank- 
ers with the safeguards with which they 
may surround themselves in the manage- 
ment of their bond portfolios. 

The first conference will be held on 
January 18 and 19 at the Bellevue- 
Stratford Hotel in Philadelphia, and the 
second on January 25 and 26 at the 
William Penn Hotel, Pittsburgh. Ses- 
sions will begin at 9:45 a. m., ending at 
4:00 p. m. each day. The programs 
will include discussions of important 
factors involving the investment of bank 
funds, by speakers of national reputa- 
tion and bankers of practical expe- 
rience, and a particularly valuable part 
of the conferences will be the open 
forums held each day: 


Bank Survey Handbook 


A “Bank Survey Handbook,” com- 
piled as a guide for checking the effi- 
ciency of detailed bank operations has 
been published by the National Bank 
Division of the American Bankers Asso- 
ciation, it is announced by Melvin 
Rouff, president of the division and 
senior vice-president of the Houston 
National Bank, Houston, Texas. 

The booklet is designed to assist 
bankers in surveying operating prac- 
tices and policies as they affect earnings 
and expenses. In addition, it contains’ 
suggested methods for reducing operat- 
ing costs, and lists various helpful ABA 
studies and reports made by bank super- 
vising agencies. 


92 


The first section of this 80-page book- 
let is a questionnaire analysis of opera- 
tions, enabling the reader to prepare a 
general survey of accounting and audit- 
ing procedures used in his institution, 
as well as an analysis of expense con- 
trol, personnel management, asset con- 
trol, and other operating phases for 
each department. The second section 
contains suggestions for reducing ex- 
penses and increasing earnings, while 
the third section outlines sources of 
comparative statistics on operating re- 
sults and ratios. The concluding section 
deals with budgetary control, and 
stresses the necessity for accurate 
charging of income sources and expense 
items, to be used as a monthly index of 
operating efficiency. 


N. Y. Seminar Program 


A program of seminar discussions of 
current events and their influence on 
banking and securities, and of bonds in 
relation to secondary reserves and in- 
vestment accounts, was recently in- 
augurated by the Rockland County 
Bankers Association, New York. 


The. program covers: three two-part 
meetings, beginning late in the after- 
noon, continuing through dinner and 
into the early evening. The first semi- 
nar, conducted under the chairmanship 
of Gregory W. Spurr, president of the 
Nyack National Bank and Trust Com- 
pany, was held on December 7 at 
Nyack. The second meeting is to be 


held at Spring Valley on January 4, 


and the third at Suffern on February 1. 

Although deriving a certain amount 
of their orientation from the current 
world picture, these seminars are ab 
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integrated sequel to the Bond Portfolio 
Conferences conducted last winter by 
the New York State Bankers Associa- 
tion. It has seemed desirable to follow 
up certain of those discussions in a more 
intimate fashion where the individual 
needs of local banking groups can be 
taken into consideration. Thus, the 
meetings planned are of a seminar type, 
supplementing the full meetings of the 
association held last year. 

To provide leadership for these dis- 
cussions, the Rockland County Associa- 
tion arranged for the services of Paul 
M. Atkins and Daniel L. Grant, of the 
consulting firm of Grant & Atkins, Inc., 
New York City. Dr. Atkins is handling 
material with respect to the analysis of 
the bank, secondary reserves and invest- 
ment policies, and some of the papers 
on current events and their economic 
relationships to the banker. Mr. Grant 
deals with the problems of evaluating 
cecurities for the portfolio, the available 
media for assistance in this field, and 
what the banker must equip himself to 
supply in his own right. He will also 
discuss some of the general topics, and 
lead the round table discussions. 

Subjects of discussion at the first 
meeting included: Know Your Bank: 
An Essential for the Management of the 
Bond Portfolio; Gold and Governments 
in the Management of Credit; and Is 
Russia Running True to Form? 

Plans for the second and third meet- 
ings include talks on: Measuring Secu- 
rity Values: Ratings vs. Judgment; Per- 
sonal Loans: An Important Banking 
Development; Wars: Present and Pros- 
pective—and American Business; Man- 
aging the Secondary Reserve and In- 
vestment Account; and The Banker and 
Current Developments. 


Loan Sharks 


Latest in the series of ten-cent book- 
lets published by the Public Affairs 
Committee, Inc., of New York, is “Loan 
Sharks and Their Victims,” by William 
Trufant Foster. Many typical cases are 
cited showing the exorbitant charges 
made by loan sharks, and illustrating 
the author’s contention that: “unlicensed 


lenders thrive unless the law permits 
interest rates sufficiently high to enable 
licensed lenders to do business. The 
legal, stringently regulated personal 
finance companies,-now lending money 
in thirty states at a maximum permis- 
sible rate of 36 per cent, and at an 
actual rate considerably lower in most 
cases, are deadly enemies of the illegal, 
unregulated 240 per cent. loan sharks.” 

Phases of the loan shark problem 
discussed in this 3l-page booklet in- 
clude: How the 10 Per Cent Usury Law 
Helps the Loan Sharks, How the Loan 
Sharks Block Reforms, Success of the 
Salary-Buying Dodge, Illegal Lenders 
Levy Toll Even on the Unemployed, 
Contrast With Legal Companies, Loan 
Shark Lobbies, etc. Charts are in- 
cluded, showing who lends to consum- 
ers, consumer debts, and a map shows 
graphically the type of small loan laws 
in the various states. 

The author is chairman of the Com- 
mittee on Consumer Credit, Common- 
wealth of Massachusetts, and director of 
the Pollak Foundation for Economic 
Research. 


The Mead Bill 


In a report prepared by the finance 
department of the Chamber of Com- 
merce of the United States, the neces- 
sity of enactment of the Mead Bill, 
which would authorize the creation of 
an Industrial Loan Corporation to pro- 
vide funds for commercial and indus- 
trial undertakings is questioned. The 
department calls attention to the lack 
of demonstrated need for the set-up pro- 
posed, the lack of proper restrictions in 
the measure, and the dangers to the 
Federal Reserve System involved. The 
report makes these suggestions: 

“It would be better to have such 
operations as are contemplated in the 
Mead Bill conducted, if the measure is 
suitably modified, under the auspices of 
the Federal Reserve System (with power 
to discontinue them in the absence of 
need) rather than under a plan of 
permanent regional industrial banks 
with permanent capital. 

“It would be preferable, however. to 
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either one of these methods to have 
some broadening of the powers of the 
Reconstruction Finance Corporation to 
conduct, for a limited period, the mak- 
ing of emergency loans and other ad- 
vances to commercial and _ industrial 
enterprises which demonstrate the un- 
availability of loans or capital funds 
from normal sources; provided any ex- 
tension of the operations of the RFC 
is shown to be necessary and is based 
upon reasonable safeguards including 
such provision for repayment as would 
avoid subsidized or uneconomic com- 
petition with self-sustained enterprises.” 


© 


Convention Dates 


NATIONAL 


April 21-21—American Bankers Associa- 
tion Executive Council Spring Meeting, 
The Homestead, Hot Springs, Va. 

May 8-10—National Association of Mutual 
Savings Banks, Hotel Statler, Boston, 
Mass. 

May 23-25--National Safe Deposit Advis- 
ory Council, Hotel Statler, Boston, Mass. 

June 3-7—American Institute of Banking, 
Hotel Statler, Boston, Mass. 

September 22-26—American Bankers Asso- 
ciation, Atlantic City, N. J. 


Strate AND REGIONAL 


January 11-12—ABA Regional Trust Con- 
ference, Detroit, Mich. 


January 17-19—Missouri Bankers Confer- 


ence, University of Missouri, Columbia, 
Mo. 


January 18-19—Pennsylvania Bankers Asso- 
ciation, Regional Bond Portfolio Con- 
ference, Bellevue-Stratford Hotel, Phila- 
delphia, Pa. 

January 24-26—Louisiana Bankers Confer- 
ence, Louisiana State University, Baton 
Rouge, La. 

January 25—Connecticut Bankers Associa- 
tion, Mid-Year Banquet, New Haven, 
Conn. 

January 25-26—Pennsylvania Bankers As- 
sociation, Regional Bond Portfolio Con- 
ferece, William Penn Hotel, Pittsburgh, 
Pa. 

February 12—Ohio Bankers 
Mid-Winter Meeting, 
lumbus, Ohio. 

February 12-14—Indiana Banking Confer- 
ence, Indiana University, Bloomington, 
Ind. 


Association, 
Neil House, Co- 


February 13-15—ABA Mid-Winter Trust 
Conference, New York City. 

March 6-8 — ABA Regional Conference, 
New York City. 

March 21-22—ABA Regional Banking Con- 
ference, Denver, Colo. 

April 4-6—Florida Bankers Association, 
Palm Beach Biltmore Hotel, Palm Beach, 
Fla. 

April 18-20—National Association of Bank 
Auditors and Comptrollers, Eastern Re- 
gional Conference, Baltimore, Md. 

May 2-3—Oklahoma Bankers Association, 
Tulsa, Okla. 

May 4—Oklahoma American Institute of 
Banking, Tulsa, Okla. 

May 6-8—Missouri Bankers Association. 


May 8-10—Kansas_ Bankers 
Wichita, Kan. 


May 13-15—Mississippi Bankers Association. 


May 15-16—Indiana Bankers Association, 
Claypool Hotel, Indianapolis, Ind. 

May 15-16—South Dakota Bankers Asso- 
ciation, Watertown, S. D. 

May 16-17—Arkansas Bankers Association, 
Arlington Hotel, Hot Springs, Arkansas. 

May 17-18—National Association of Bank 
Auditors and Comptrollers Regional Con- 
ference, Minneapolis, Minn. 

May 21-23—Texas Bankers Association, 
Buccaneer Hotel, Galveston, Tex. 

May 23-25—Massachusetts Bankers Asso- 
ciation, New Ocean House, Swampscott, 
Mass. 

May 23-25—New Jersey Bankers Associa- 
tion, Atlantic City, N. J. 

May 23-25—Virginia Bankers Association, 
Hotel Roanoke, Roanoke, Va. 

May 28-29—Illinois Bankers Association, 
Palmer House, Chicago, IIl. 

June 3-5—Iowa Bankers Association. 

June 5-7—Minnesota Bankers Association, 
Minneapolis, Minn. 

June 5-9—District of Columbia Bankers 
Association, The Homestead, Hot Springs, 
Va. 

June 6-8—West Virginia Bankers Associa- 
tion, Greenbrier Hotel, White Sulphur 
Springs, W. Va. 

June 7-8—New Hampshire Bankers Con- 
ference, Dartmouth College, Hanover, 
No. 

June 11-12—Wisconsin Bankers Association. 

June 14-15—North Dakota Bankers Asso- 
ciation, Minot, N. D. 

June 17-19—Michigan Bankers Association, 
Pantlind Hotel, Grand Rapids, Mich. 
June 21-22—Colorado Bankers Association, 

Stanley Hotel, Estes Park, Colo. 

June 21-23—Maine Bankers Association, 
Poland Spring House, Poland, Maine. 
July 8-12—North Carolina Bankers Con- 
ference, University of North Carolina, 

Chapel Hill, N. C. 


Association, 
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